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Fryer Marketing in the East San Francisco Bay Area, California 


by 
J. C.. Abbottl/ 


I. INTRODUCTION 


The Hayward poultry marketing research project grew out of the problems 
of fryer raisers in Alameda County and their relations with the distributive 
trade in the East Bay cities. ‘Thus, it supplements the Petaluma study devoted 
primarily to Sonoma County poultrymen and the processing and distributive trade 
in San Francisco.2/ Together, they cover both the specialized meat bird 
raisers and those who market broilers and hens in subordination to a prior 
concern in eggs. 

An essential purpose of the study is to analyze the working of the price- 
making mechanisms in this area. An attempt will be made to bring out the bases 
of harmony in production and marketing technique. Forces exerting pressure in 
various directions will be indicated and their relative strength discussed. 
Some assessment will be made of contemporary trends in the industry and their 
marketing implications. 

Another objective is to investigate the commercial reaction to the pro- 
vision of official daily price reports, the type of market structure it has 
promoted, and its effect on producer bargaining power. 

Subsequent analysis will be devoted to the examination of various pro- 
posals for improving market organization in the light of current problems. 
Since marketing difficulties arise at the point where supply and demand meet, 

a brief summary of the broad national picture will be presented under these 


two headings. 


1/ Junior Agricultural Economist in the Experiment Station, University of 
California, Davis. 

2/ Abbott, J. C., and E. C. Voorhies.. An Experiment in pountes Marketing: 
The Petaluma Live Poul Auction. Berkeley, June, » (Calif. Agr. Exp. 
Sta. Mimeo. Report No.. 11 

Tinley, J. M., and E. C. Voorhies. Economic Problems Affecting Poult; 
Marketing in California. Berkeley, 1940. (Calif. Agr. Exp. Sta. Bul. No, 2:2) 

water. kK. De poultry Pricing in the Los Angeles Area. Berkeley, Decem- 
ber, 1949. (Calif, Agr. Exp. Sta. Mimeo. Report or 1OL) 


Naden, K. D., and G, A. Jackson, Jr. Economics of Retailing Chicken © 


Meat. (In press) 
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Supply Environment 


Specialized Enterprises.--Production of meat chicken for consumption in 
the United States has more than doubled since prewar years. Table 1 indicates 
the extent and direction of this expansion. 


TABLE 1 


Chicken Meat Supplies: United States, 1935-1952 
(Millions of Pounds Dressed Weight) 


chicken sales 
Specialized 
fryer 
Chicken enterprises flocks 


Average: 
1935-1939 
190-194 


1945-1949 


Annual: 
1950 
1951 
1952a/ 





a/ Preliminary estimates. 


Sources: U. S. Bureau of Agricultural Economics. The Poultry 
and Egg Situation. Washington, De. Ce, September-October , 
1951, Pe ° 


U. S. Bureau of Agricultural Economics. The National 
Food Situation. Washington, D. C., October-December, 1952, 


Pe e 


The most striking feature for a study of recent trends is the revolu- 
tionary change in the importance of young meat chicken from specialized 
enterprises,2/ Marketings from farm and backyard flocks have declined in 


importance within the industry. 


1/ Statistics of production of these 2= to hepound birds, termed broilers 
in the East and fryers in California, are gathered independently of farm 
chicken. They are defined as "young chicken (usually) under sixteen weeks 
of age, of either sex, tender-meated with a soft, pliable, smooth textured 
skin and flexible breast bone cartilage" originating on holdings raising both 
pullets and cockerels of the heavy and crossbreeds on a commercial scale, 


Light breed males (termed broilers in California) are not included. 
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Flexibility in Output.--The specialized production of young meat chickens 
is, at the same time, extremely flexible. Fixed capital outlay is low com- 
pared with most agricultural enterprises. Working capital requirements are 
substantial, but the turnover is exceptionally quick. As a result, flock 
number response to price changes in broiler-fryer markets is extremely rapid. 
A period of low prices induces some raisers to leave the industry and others 
to minimize their risks by cutting hatchery orders. The supply forthcoming at 
the end of the next production period is reduced accordingly and prices rise. 
A smaller output thus markets for generous returns. New productive capacity 
is then drawn in and old reopened on the assumption that the current high 
prices will continue. In this way, the supply is expanded once again and 


lower prices ensue.1/ 


Demand Environment 


Full employment and good wages have permitted consumers to purchase the 
higher priced foods in greater quantity. At the same time, selective demand 
and greater rigidity in supply have forced up the price of beef much higher 
by relation to prewar levels than those of hogs and chicken. The shorter 
breeding cycles of poultry and hogs have facilitated a more rapid expansion 
in production to meet the increased demand for meat following the outbreak of 
the Korean War. Table 2 indicates that turkey consumption has mounted in much 
the same way, reflecting the success of the small turkey, the Beltsville White, 
the extension of marketing over an ever longer season, and the development for 
the largest birds of a restaurant and freezer trade. In 1951 especially, per- 
capita domestic disappearance of beef and lamb had fallen back sharply. 

Features of demand for poultry meat meriting careful consideration number 
pre-eminently three: seasonal variability relative to supply, preferences of 
city and consumer groups for different sizes and types of bird, and the reaction 


therewith of new techniques in merchandising and transportation. 


1/ One producer-retailer declared in April, 1950, that "a price of 0 
cents was one of the worst things that could happen to us. Inevitably it 
would attract new production and thus weaken the price position of those 
who had been in a long time." 
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TABLE 2 
Per-Capita Meat Consumption: United States, 


Average 1935-1939 and Annual 199-1952 
(Pounds Dressed Weight) 


Year Chicken | Turkey veal mutton bacon 


Average: 


1935-1939 


Annual: 
1949 
1950 
1951 
1952a/ 





a/ Preliminary estimates. 


Source: U. S. Bureau of Agricultural Economics. The National 
Food Situation. Washington, D. C., October-December, 1952, 
Pe ie 


Seasonality.--From the point of view of matching seasonal supply and 
demand, the trend toward specialization has been markedly advantageous. 
Whereas consumption requirements varied little through the year except for 
the special interest in turkeys at Thanksgiving and Christmas, production of 
chickens from farm flocks has always been highly seasonal. Methods of spread- 
ing supplies over time have included storage by canning and refrigeration. 

The quantity of poultry canned has fallen off since the provision of fresh 
birds developed into a year-round industry and the equipment of transport 
vehicles and retail stores with cold storage equipment became more general. 

Handling Methods.--The packing of fresh chicken in ice for short-term 
storage and transportation has made rapid advances--likewise, the marketing 
of chicken cut up, packaged, or in separate parts. These developments have 
been a natural outgrowth of self-service retailing. Merchandising trends 
point toward preparation of the final product at the processing plant and 
subsequent marketing by prand.2/ 

Sectional Requirements.--Some consumers feel that flavor is jeopardized 
and higher costs are incurred for the sake of personal convenience in prepara- 
tion and homogeneity of product. Whereas an increasing proportion of the 


1/ See 0. F. Johndrew, "Pre-packaging Practices for Fresh Ready-to-Cook 
Poultry." American Egg and Poultry Review, September, 1951, p. 16. 
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public prefers to buy its chicken as a standard commodity at the neighborhood 
store, many others are prepared to travel to a specialized poultry outlet in 
order to obtain birds of a specific type or form. Frequently, religious con- 
victions and long-standing domestic traditions support this independent ap- 
proach. Considerable quantities of heavier birds are slaughtered Kosher 
style in cities with a substantial Jewish population. 

Some economies of scale are lost by those who seek attributes not per- 
taining to the standard mass product. So long, however, as they are prepared 
to pay a premium for the provision of these attributes, then branches of the 
industry can be maintained to supply them. Frequently, such specialized 
trades present an appropriate outlet for the smaller entrepreneur who might 


otherwise suffer in competition with larger organizations. 
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II. NATURE AND SOURCE OF SURVEY DATA 


A thorough survey of an established producer group and its natural mar- 
ket area was carried through in the second half of the year 1951. 


Character of Enterprise 


Producers.--The location of the Hayward concentration of poultry enter- 
prises may be observed on Figure 1 which indicates the significant distances 
and transportation relationships. The center of the town is twenty miles 
from the middle of Oakland and separated from San Francisco by the Bay. In 
recent years industrial and residential development has spread southward and 
absorbed the intervening open country. 

At one time, however, Hayward and Castro Valley were dominated by poultry- 
men.2/ Their tradition is so strong that zoning restrictions have rarely been 
phrased to impede chicken raising under modern sanitary conditions. Originally, 
holdings were sold on the assumption that the purchaser would take a home and 
a large lot equipped with houses for chickens. At first, egg producers took 
up broiler raising as a side line. Since the war, a wide range of enterprises 
has been devoted exclusively to fryers. Within a radius of ten miles, all types 
may be observed from the smaller continuous production plants to the latest 
aluminum house containing 2,000 birds on a single floor. 

The Hayward poultrymen are eager to apply the results of scientific re- 
search to their production techniques. At the same time, complaints of mar- 
keting difficulties have been frequent. A feed and supplies cooperative has 
operated in Hayward for many years. Poultry Producers of Central California 
buys eggs there. But attempts to arrange for the cooperative purcnase of 
meat birds have met with singular lack of success. 

Complete enumeration of the fryer raisers in the vicinity of Hayward was 
attempted. The limits of the area studied are as follows: Southward, names 
were accepted as far as Irvington. On the eastern side, the ridge of the 
Coastal Range provides a natural boundary. A number of raisers in the Liver- 
more district were thus excluded. Northward, the density of commercial and 


residential building sets its own limit to all but the smallest holdings. 


if Henceforth, Castro Valley and nearby poultrymen will be comprehended in 
the Hayward group. 
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The danger of sampling bias was limited by the all-inclusive character of 
the survey. . Some producers may have been omitted inadvertently, but precautions 
were taken to avoid such errors. The register of poultrymen maintained by the 
Alameda County Farm Advisor furnished the original list which was supplemented 
from the 1951 telephone directory and from feed companies handling fryer mashes. 
Furthermore, each fryer raiser interviewed was asked if he knew of any others. 
This last proved the most useful method of locating new entrants. Inquiry from 
poultry buyers constituted a third check but added no names passed over hitherto. 

Thirty-three commercial fryer raisers were located in this way and inter- 
viewed for record purposes. All thirty-three marketed birds during the year 
1951. Volume and type of production, nature of the market outlets employed, and 
the bases of price determination for first-and second-quality birds were ascer- 
tained in every case, An additional six or seven persons who quit fryer raising 
in the early part of the year and were not available for questioning were omitted 
perforce. 

Fryer raisers' own production estimates for the year 1951 were accepted at 
their face value. In most cases, producers assumed that the same rate of market- 
ing would be maintained during the remainder of the year as prevailed at the time 
of the interview. These estimates were collected during the months September, 
1951, to January, 1952. Corrections were made whenever subsequent reports sug- 
gested that the original figure was no longer appropriate.. Discrepancies as a 
result of disease were inevitable. Minor losses, however, were normally covered 
by extra chicks included in each lot by the hatchery. Some inaccuracy must be 
attributed to the application to the whole year of 1951 of the production rate 
of raisers who entered the business during the year and declared their intention 
of continuing at this rate in the future. As a corollary, those producers who 
operated during the first part of the year only were excluded. Their operations 
were examined for the part played by marketing difficulties in their failure, 

Traders.--Comparable techniques were employed in surveying processing and 
trading facilities for poultry. City and county health officers furnished the 
addresses of establishments between Hayward and San Pablo known to be slaughter- 
ing poultry. All were visited and provided basic data on the scale and character 
of their operations, technical equipment, source of supplies, buying practices, 
and customary outlets. Cross-checking with producer information revealed the 
part played by intermediary traders who were subsequently approached individually. 
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At the retail level, detailed study was confined to the most prominent out- 
lets. Information corresponding to that sought from producers and processors 
was gathered from all the independent retailers specializing in poultry and 
from the central buying agencies of retail chains handling such produce. The 
principal topics for study were volume and type of operation, the bases of 
supply and demand for the business, and the nature of the sales policy observed. 

In recognition of their significance in the discussion of contemporary 
fryer marketing practices, the three Central Valley packers distributing ice- 
packed birds through Bay area stores were also studied. 

The marketing program adopted by the Washington Farmers! Cooperative Asso- 
ciation and its impact on producers and consumers in the area served were 
examined in the light of cooperative poultry marketing experience in Central 


California. 


Prices 


Producers.--Actual prices received for all fryers sold were collected 
from fourteen of the Hayward raiserse They did not comprise a random selec- 
tion since the purpose lay in obtaining an approximation to the wholesale mar- 
ket price in Hayward. Thus,producers marketing under contract or by retail 
were excluded specifically. Otherwise,it was fully representative. 

All prices, dates, etc., were collected by personal interview and read 
off directly from the original records. The periods covered were the three 
calendar months January, May, and September of 1950 and the whole year of 
1951. Apart from their being spaced out evenly through the year, the choice 
of these three months has the additional advantage of including the lowest and 
highest priced months and one in which prices generally remained stable. In 
default of covering the whole yeax, these months may be expected to afford a 
fair insight into the working of the price machine over a characteristic range 
of conditions. 

The Hayward farm prices, in Tables 13 and 1h, were weighted daily by the 
volume sold in each transaction. Prices reported by one or two men selling 
birds at special sizes in order to meet the requirements of a particular buyer 
were adjusted slightly to correspond to first-quality 3- to -pound colored 
fryer standards. 

Traders.~-Wholesale-processors furnishing corresponding daily price data 


were divided into two categories: those situated in the central market area 
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of Oakland, a site closely parallel to that of the major San Francisco firms;2/ 
and those dispersed in the suburban area of San Leandro and Hayward. 

These series represent an estimate of the wholesale price at the process- 
ing plant according to actual transactions in first-quality fryers on the day 
specified. On one or two days when none of the three major Oakland processors 
completed transactions in this class, the Hayward-San Leandro processor price 
was used, in Tables 13 and 14, after correction by the average locational dif- 
ferential for the month. 

Retail price series for different forms of product and retail outlets in 
the East Bay cities are presented in Table 12. Prices advertised on the Thurs- 
day of each week were employed since they cover the week-end period when most 
birds are sold. As they reflect previous purchase prices, the corresponding 
wholesale series relate to the Tuesday of the same week. 

Over-All Price and Volume Relationships.--Estimation of the correlation 
at wholesale levels between over-all supply and price changes in recent years 
would accord with the contemporary approach to commodity marketing studies. 
Sensitive and accurate regression analysis of the effect of different factors 
on prices, however, presupposes the availability of precisely relevant data. 

The supply side is especially weak. It is governed by current regional 
production, net inshipments, and changes in stocks. The Market News Service 
reports shipments of live and dressed birds to San Francisco but does not 
cover all sources for these categories and excludes much cut-up and frozen 
chickens At the same time, it fails to distinguish other poultry and purchases 
for shipment overseas. 

Deposits and withdrawals from cold storage in the major cities are re- 
ported, but, again, no distinction is made between the various classes of birds 
under the heading of poultry. 

The only regular indicator of supply in which fryer chicks are distin- 
guished is the California state report on the output of commercial hatcheries. 
With allowance for the appropriate growth period and mortality loss, these 
monthly reports offer the closest estimate of local production. Their value 


with reference to prices in particular areas is limited, however, by the 


/ The city of San Francisco had already been covered in connection with 
the Petaluma Study made in 1950. Attention was confined to changes reported 
subsequently. 
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ll. 
absence of information on inshipments from other states and on the direction 


of sales. Attention was drawn to the weakness of local estimation techniques 
by the radical nature of the revisions which followed the 1950 Census. 1/ 


1/ California fryer production totals for the years 195-1950 show dis- 
erepancies of up to 80 per cent. See California Department of Agriculture, 


California Annual Poultry-Hatchery Report, Sacramento, 1951, and preceding 


years. 
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ITI. STRICTURE OF THE EAST BAY MARKET 


No formal analysis of the market for meat chicken in the East Bay area 
has been undertaken hitherto. The compilation of trade estimates obtained 
during the course of this survey is thus the first attempt to assess its char- 
acter in quantitative terms. A summary picture for the second half of the 
year 1951 is presented in Table 3. Meat chicken proceeded to East Bay markets 
along three distinct channels differing by form of shipment. 


TABLE 3 


Weekly Marketing of Chickens in the East Bay Cities, 1951 
(Annual Averages) 


Per cent of 
Form of shipment total 


Live 82,000 


Dressed 63,000 


Frozen 5,000 


Total 150,000 





Live Chicken 
The special facilities and equipment needed to prepare live birds for re- 

tail distribution form a vital stage in the marketing sequence through which all 
must pass. The necessary tasks of killing, dressing, and evisceration may be 
performed in one specialized plant or in conjunction with other phases of the 
marketing process. Table ) indicates the percentages of the chickens processed 
in the East Bay by specialized wholesaler-processors, wholesaler-retailers, and 
retailers, respectively. 

TABLE 

Chicken Processing in East Bay Markets, 1951 










Percentage of total 
live bird throughput 






Market stage 






Wholesaler-processors 


36.0 






Wholesaler-retailers 





Retailers 
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Figure 2 portrays the sequence of marketing stages for live fryers of local 

origin and indicates the relative importance of the different channels. These 
range from direct exchange between producer and consumer to passage through an 
elaborate series of specialized intermediaries. The producer group is divided 


into two categories according to whether birds were sold as live or dressed. 
FIGURE 2 


Market Channels for Live Fryers 
Hayward Producers to Bay Area Consumers: 1951 


Wholesaler- Retail 








Producer Huckster processor branches Restaurants 
& + of. po ae 1 
6.6 psec Rare 


Retailer 
> * Sa eee 
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Producer= Consumers 
processor 





The figures denote the percentage of total 
sales moving through each channel. 


Poultry Processing.--The work of killing and dressing poultry is carried on 
in the East Bay area under certain constraints with respect to location, sanita- 
tion, and type of equipment. In the interest of amenity, municipal zoning 
ordinances exclude poultry slaughterhouses from all residential areas. Nor may 
they be operated in conjunction with markets displaying other foods for human 
consumption. Thus, in Oakland, the area available for poultry processing plants 
is limited to that situated on the Bay side of Fourth Street from Peralta to 
Lake Merritt and between Eighth Street and the Bay through East Oakland. 
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Figure 3 indicates the location of the recognized poultry processing 
houses in relation to the highway system and the main consuming centers, ‘The 
major concentrations lie in the produce market district of Oakland, in 
San Pablo on the north and in San Leandro and Hayward to the south of the Bay 
city boundaries, Various types and sizes are distributed according to 
individual historical convenience, Proximity to the main north-south highway 
indicates the weight attached to ease of approach by motor vehicle, The new 
freeway from the south passes close to the group of larger processors in 
Oakland, Those situated in the county districts to the north and south gained 
by proximity to live bird supply sources, Looser control by the local 
authority may also have exercised some influence, 

Administrative Requirements.--Like other foods sold for public consumption, 
chickens marketed commercially are subject to the detailed provisions of the 
Food and Drugs Act, The protection this affords to the average consumer under 
the present structure of production and marketing is, however, somewhat 
limited, Subdivision among a large number of small operators working on 
schedules determined by day-to-day convenience makes close supervision of 
either process extremely difficult, In such an environment the assumption of 
responsibility implied by the use of name brands carries much weight in terms 
of consumer confidence, Sharp practices employed by one or two unscrupulous 
merchants were felt to be spoiling the market for all unmarked birds, It was 
to limit this danger and defend local produce against competition from the 
branded birds that Oakland processors joined the city Health Department in 
sponsoring a new control scheme with full powers of compulsion, 

It was proposed that a permit from the Department of Health be required 
before the birds emanating from a particular plant might be sold in Oakland 
markets, To obtain one the operator must submit to inspection by the Health 
Department staff and carry out such improvements as might be recommended, 

Noteworthy in this scheme is the application of inspection provisions 
to plants located outside the city but shipping into it. The city authori ties 
adopted this position in default of state action, Conflict with the federal 
inspection scheme was avoided by the exemption of birds already bearing its 
seal, Proposed state legislation requiring that all chickens be priced on an 
eviscerated carcass basis, if they were to be sold to the customer in that 
form, drew the East Bay processors together into an association to resist its 
passage, Apart from securing its defeat, the association does not seem to have 
any clearly defined functions, 
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FIGURE 3 
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Scale of Operations.--None of the East Bay processing houses can be 
termed large. The majority fall into a weekly throughput category of 5,000- 
10,000 birds. Total weekly turnover in the seven largest plants together may 
be assessed at around 50,000 including colored fryers, Leghorn broilers, and 
hens. Two of those in the center of Oakland handled twice as much as most of 
the others for which the median turnover was 5,000 birds per week. Altogether, 
the seven concerns do not process more birds than the largest of the San Fran- 
cisco plants, or those typical of the Central Valley. 

In 1951 none of the East Bay processors used a conveyor system for killing, 
dipping, and plucking their birds. They were not convinced of its profitability 
for the volume of trade they had been handling. Typically, birds were held a 
day or more on fattening feed while awaiting slaughter. Semiscalding in water 
heated to 125-127 degrees was the general method of loosening the feathers. 

The bulk of them were then stripped off by a rubber finger-type plucking mach- 
ine. A hand finishing removed the remaining feathers and pins. Birds were 
finally cooled in water to reduce the body temperature to one appropriate for 
storage. 

Wholesaler—Retailers.--The Fast Bay processors characteristically retail 
a portion of their total throughput from stalls in retail markets. Of their 
total live bird purchases, those sold by retail ranged from one-third to one- 
half. The larger wholesaler-retailers handled some 5,000 birds per week. Three 
concerns of this size are to be found in the Hayward-San Leandro district to- 
gether with a fourth in the 3,000 per week category and several more handling 
1,000-2,000 birds per week. 

Important advantages accrue from the maintenance of dual outlets. Birds 
can be switched between the two by quality, class, and type according to their 
relative profitability. By contrast with the retailer, the wholesaler deals 
with skilled and specialized buyers who know exactly what they want and are not 
easily put off with substitutes. The wholesaler-retailer, however, can remove 
unsightly portions of carcasses and cut up into parts birds that would otherwise 
be sold at a loss. 

Retailer-Processors.--Specialized poultry retailers with their own process- 
ing facilities absorbed rather more than a quarter of the live birds brought 
into the East Bay cities. Wholesalers' margins are avoided by direct purchase 
of live birds from convenient ranches. Profitable operation is dependent upon 
access to supplies of such quality and volume as to match the retailer's own 


pattern of demand. 
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Killing and dressing take place in a small building behind the store, 

Such retailers also buy turkeys for the season and handle eggs and dairy 
produce in some instances, Since zoning restrictions tend to exclude such 
enterprises from residential districts, they are frequently associated with 
the less attractive business centers and those catering to oriental and color- 
ed clienteles, Generally, they sell a wider range of qualities from one counter 
than would be observed elsewhere, by virtue of their buying directly from the 
producer on a whole flock basis. 

Retailers.--The bulk of the poultry sold wholesale by local processors goes 
to poultry retailers who have no facilities for handling live birds, More than 
sixty stores specializing in retail poultry sales were listed in the East Bay 
telephone directory for 1951, Seven of these emphasized merchandising of 
chicken in parts, Eighteen retailed meat birds in conjunction with eggs, nine 
with fish, Meat chicken are also retailed by numerous independent, chain, and 
departmentalized markets along with groceries and other meat, 

Hucksters,=-=Their function is one of transfer over space without supplement 
of time or form utility, The huckster characteristically conducts his business 
from a truck and maintains no permanent plant or storage houses, Birds are 
brought in from relatively isolated ranches to the central processing plants,. 
In effect, a specialized transport service is offered plus valuable local 
knowledge and personal contacts, 

Large quantities of birds are shipped into the Bay area, and especially 
San Francisco, by firms based on Petaluma who have established a regular 
liaison with the city wholesalers, One of these Petaluma concerns is said to 
handle more birds than some of the biggest wholesaler-processors, 

At one time, hucksters brought in birds from the whole Central Valley, 
Recently, competition with ice-packed shipments has cut down their numbers, Two 
trucked over 10,000 birds per week into the Bay area during 1951, Firms south 
of Modesto, Ripon, and Oakdale concentrated on older hens, a branch of the trade 
in which the large meat packers were not such aggressive participants, 


Dressed Chicken 


Apart from local competition, vendors of live chicken in the East Bay 
markets faced a sales environment in which dressed and frozen birds were play- 
ing a rapidly increasing part, Undoubtedly, dressed fryers from other processing 
centers constituted the strongest competition to the Hayward birds, ‘The 
San Francisco wholesalers compete in East Bay markets, Two Petaluma processors 
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supply a number of retailers! total requirements, Local traders reported 
losing accounts during the year to both these groups of competitors, They 
have lost more ground, however, to the ice=packed fryers shipped into the area 
from the Central Valley by the meat packing firms of Armour, Swift, and Cudahy, 

Of the great expansion in consumption since June, 1950,it is estimated that 
the packers took three-fifths, In the retail market this change has been re- 
flected in the much greater proportion of the market claimed by the chain stores 
and self-service centers, Sales through the Safeway chain alone have increased 
200 per cent in the last three years, According to Swift and Company's adver~ 
tisements, more than 200 stores in the East Bay cities regularly stock its 
produce, 

These firms all maintain distribution depots in Oakland and employ brand 
advertising and professional salesmen to push a long line of food products, 
Specialized demonstrators are employed to assist in setting out displays of 
turkey and chicken, Substantial reductions in unit selling costs are derived 
from spreading the overhead in this way. 

Evisceration at the processing point may further their advantage, The need 
to maintain a staff of highly paid butchers to draw birds at the time of sale 
had always deterred some retail managements from entry into the fresh chicken 
market, 


Frozen Chicken 


Frozen chicken originate primarily in Arkansas and the Midwest, "Manor 
House" birds are distributed to Safeway stores by the Crown Poultry Company 
which buys poultry for the whole organization, The other brands are handled 
in conjunction with other packaged foods by specialized receivers and distribe 
utors of frozen produce, Apart from certain special lines of limited volume, 
none of the major California processors freeze chicken except in an emergency, 
However, local supplies of both the "Norwester" and "Chil-chik" brands of 
"Pheasant Chicken" originate in the Hayward area, Both are frozen and 
packaged as a merchandising device as much as a technique for distributing sales 
over time, The opaque container plays a dual role, Necessary in the handling 
of frozen cut-up chicken, it also facilitates picturesque advertisement on the 
package without revealing the contents, 
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Evaluation of Market Structure 


Size of Unit.--This factor is extremely important with reference to the 
current trend in size and timing of production operations, Flock units as 
large as 20,000 birds are becoming common, Yet,no processor on the eastern 
side of the Bay could absorb such a lot, To move one flock of 2,000, the 
owner had. to split them between three of the largest San Francisco wholesalers, 
Meanwhile, other raisers noted a markedly depressive tone so long as these 
birds awaited a market, 

Moreover,maximum efficiency is attained where each employee performs a 
single specialized task and the fullest use is made of mechanical pickers and 
cleaners, Equipment is now available for different daily outputs, and many 
costly hand operations can be eliminated, Full utilization presupposes a 
comparatively numerous staff carrying out simplified operations on a large 
volume of birds moving from one point to another automatically, 

Greater specialization of labor and increased use of automatic cquipment 
bring substantial economies of scale in the operation of fryer processing plants, 
Processing costs also rise when plants are operating at less than full capacity, 
Nevertheless,a large plant operating at two-thirds of capacity may still have 


a lower per-unit cost of processing than a smaller plant fully employed, 2/ 
Type of Operation,--None of the Oakland processors were equipped to 


eviscerate and cut up chicken as part of the regular production line, Many 
regard evisceration as a retailer service after purchase has been completed; 
likewise, cutting the bird up into convenient parts for frying. However, more 
and more of the stores retailing poultry have been demanding that this function 
should be performed by the processor, Over the whole country 82 per cent of 
the stores in the Retail Grocers! Association handling chicken bought birds 
ready drawn, Sixty-five per cent declared that they would prefer to handle 
them prepackaged and cut up ready for the pan, 2/ The average consumer is ace 
quiring the habit of purchasing all food requirements at the same large store 
or market, There is no reason why poultry meat should be an exception to this, 


1/ See. Ey Le Baumy J. E, Faris,and H. G, Walkup. Economies of Scale in ~ 
the Operation of Fryer Processing Plants. Pullman, August, 1952, (Wash, Agr, 
Exp, Sta, Tech. Bul, 7). Average processing costs per fryer in model plants at 
maximum capacity were 16,63 cents (500 fryers per eight-hour day), 13,51 cents 
(3,100 fryers per day), and 11,78 cents (9,000 fryers per day), At O per cent 
capacity, the cost of processing in the second plant rose to 15,3 cents per 
fryer. Ses ; 
2/ Bowes, C, C, National Association of Retail Grocers, Broiler Growing, 
March, 1951, pe 17. 
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Certainly, the rapid expansion of sales through the chain stores supports the 
trend toward packaging and preparing foods so that all may be offered to the 
public on a self-serve basis and that specialized retail handling is no longer 
needed. Bay area processors have been protected from too harsh a reflection of 
this change in retailer demand by the fact that much of their output goes to 
specialty buyers and to their own or affiliated retail outlets. 

In resisting the proposed legislation concerning retail sales of chicken, 
they took up a stand against the current tide. Their arguments that eviscera- 
tion before the customers' eyes afforded valuable evidence as to the condition 
of the bird reflected a concept of the market in which store or brand responsi- 
bility inspired little confidence. Fears for their own position may have been 
unfounded. Passage of a similar law in the state of New Jersey, though expected 
to hurt the smaller retailer-—processors, was reported as having no effect on 
their position.> 

Local processors would do well to seek other defenses against outside com- 
petition. Merchandisers now impute a relationship between evisceration and 
superior quality. They argue that only the better birds are eviscerated owing 
to the relatively high cost of labor in handling the pin feathers and body con- 
tents. Furthermore, eviscerated birds look better on display since the cus- 
tomers' attention is not distracted from the plumpness of the breast by the 
presence of long legs and neck. Such advantages are accepted to the extent that 
one of the leading East Bay processors buys eviscerated poultry for use in his 
own retail outlets. 

A natural advantage in competition with the Central Valley birds lies in 
proximity to the consumer. A sense of feel for the market and greater adapta- 
bility to retail requirements in terms of lot sizes and delivery days should find 
a reward in stores valuing specialized and flexible supply sources. The packers 
tend to maintain standard lines and fixed delivery dates. Their attempts to 
force = over evisceration at the plant excited resentment in some retail 
circles. 

Standards of Sanitation and Wholesomeness.-—-The Oakland scheme had the 
virtue of being comprehensive and compulsory. Federal inspection is permissive. 
The weakness of city regulation lies in the degree of enforcement. The Oakland 
scheme has been in force since 19,9. In default of repeated inspection, however, 
responsibility for maintaining high standards falls to the person most likely to 
be irked by them. Moreover, even supposing the risk of external contamination is 


meme meee 


1/ Broiler Growing, June, 1951, p. hh. 
2/ From 1951 two major packers shipped only eviscerated carcasses from their 
Valley plants. 
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reduced, the problem of defects in individual carcasses remains untouched, 
Granted that continuous inspection is impracticable where plants do not operate 
on full-time production schedules, the possibility of surprise inspections of 
all the birds on hand might be considered. Proposals that all birds marketed 
should be stamped with a processor's brand have not gone into effect. Competi- 
tive pressure from produce so marked may, however, achieve the same ends. 

Frozen Chicken.--Charges for freezing, improved packaging, transportation, 
and storage have to be borne before such produce finds its way onto the Cali- 
fornia nerket.2/ Ample margins to cover those additional expenses were obtain- 
able when a substantial seasonal variation was observed in California price 
levels. Birds bought at the bottom of the price cycle in Nebraska could be 
frozen, stored, and then marketed during the peak period in California. Now the 
seasonal variation in chicken prices on the West Coast has been ironed out by 
the continuous operation of specialized fryer enterprises. The profitability of 
importing frozen poultry into Bay area markets has become severely circumscribed. 
On the open market, its ability to compete pricewise with fresh chicken is only 
sporadic. 

Packages are marked with the total price and net weight; price per pound is 
not emphasized. Most frozen chicken is sold when fresh birds are unusually 
scarce, and at night, or on Sunday, when the fresh meat counters in markets and 
chain stores are closed. Even the retail organization stocking frozen chicken, 
packed by its own subsidiary and selling at lower prices than competing national 
firms, declared that its sales of frozen birds did not exceed 10 per cent of its 


fresh chicken volume. 


East Bay and San Francisco Markets in Contrast 


In San Francisco a group of four wholesaler-processors handles 80-90 per 
cent of all live chicken sold in wholesale channels and distributes them as 
dressed birds to retail stalls and markets. The comparable group of whole- 
salers handles little more than one-third of the business in the East Bay 
cities where a large proportion of the live birds is bought by concerns 
equally divided in their wholesale and retail interests. The greater concen- 
tration of the wholesale market in San Francisco undoubtedly reflects the 
character and location of the city. Its historic unity differs sharply from 
the extended area and discrete origin of the East Bay urban development, 


meee 


U/ One major meat packing company estimates the additional cost of freezing 
and packaging at three cents per pound. 
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Likewise, transportation difficulties would assist in canalizing trade 
through a narrow distributive bottleneck, On the eastern side of the Bay, . 
smaller poultry buyers were situated within easy reach of producer supplies, . 
In San Francisco, sales of live birds still constitute the major market, | 
Fresh dressed chickens probably comprise three-quarters of the total volume 
consumed, ‘Their share of East Bay markets would barely exceed half, Popular 
demand in the East Bay is attuned more closely to the modern American con- 
sumer pattern which rates convenience in preparation and handling above less 
tangible preferences of taste, In San Francisco the high percentage of the 
population living in hotels or eating in restaurants and the continuance 
of European tastes and attitudes have both favored purchase of the fresh 
dressed bird, 
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IV, PRODUCTION AND MARKETING 


The marketing function involves adaptation of a producer commodity to 
the tastes and requirements of consumers. The prime topic for discussion in 
this chapter is the relationship between production organization and method 


of marketing. 


The Production Pattern 


Seasonal Raisers.--Until recent years, most meat birds originated on 
farms operated primarily for the production of eggs. In California, Leghorn 
broilers appear in the spring as a by-product of pullet replacement hatchings. 
Later, vacant brooder houses may be filled with additional lots of meat birds 
if the meat-feed ratio is favorable. Such operations are viewed critically 
by specialized producers for their sporadic nature and the price fluctuations 
which result. Egg producers and people in search of a remunerative side line 
make up the bulk of the so-called "in-and-outers," 

Continuous Raisers.--In a different category are the men who turn out a 
small but regular quantity of birds all through the year. They are interested 
in a stable income from consistent sales. Their marketing policy is one of 
"taking the rough with the smooth." High-quality birds are usually raised by 
such operators. Long experience has frequently imparted special techniques 
and skills. Some means of differentiating their product is often developed 
as a defense against price competition, 

Batch Raisers.--Large flocks of 10,000-20,000 birds are becoming common 
in areas where poultrymen have specialized in fryer raising. All the chicks 
are acquired at the same time and are of uniform type and age. ‘The appropriate 
production treatment for each growth stage is applied uniformly to the whole 
flock. If they are raised in the floor-type house, mechanical feeders may be 
employed. Substantial economies result from bulk purchase of feed, distribu- 
tion of labor input over a larger number of birds, and simplification of 
precautions against disease. Respiratory infections may be limited to one 
flock by sale off the ranch of all the birds that have been in contact. Con- 
tinuous producers have greater difficulty in eradicating such diseases since 
they have birds of different ages on the farm simultaneously. Their risk of 
loss on a particular flock is not so great, but they cannot sell off all birds 
and disinfect the plant without sacrificing their income. The batch operator 
expects to make enough from single lots to enable him to leave houses vacant 


for a period if it should prove advisable, 
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Hayward Production Structure.--Table 5 summarizes the structure of pro- 
duction in the Hayward fryer industry at the end of the year 1951. 


TABLE 5 


Production of Fryers by Size of Unit: Hayward, 1951 


Average tota 
Number of birds; Number | Percentage of | annual sale | Percentage of 
sold per year | of units; total units of fryers total output 


Over 0,000 


15 000-0 ,000 
To 15,000 


Total 





There appears to be no natural dividing line between size categories. Holdings 
were distributed fairly evenly over the whole range. One of the newest planned 
an eventual capacity of 300,000 birds per year to be marketed monthly in 
batches of 2,000. 

Such operators accept credit charges not borne by the smaller man, and 
crowding at mechanical feeders may result in uneven growth. Nevertheless, 
their willingness to accept a lower margin per bird, because of the large 
volume handled, is bound to affect their competitive position adversely. 

Over half of the birds originated on the large holdings comprising only 
a quarter of the producing units. In such circumstances the practices and 
attitudes of the larger concerns have an importance far out of proportion to 
their numbers. Cooperation or concerted action by the group would not have 
the power expected of it if some of the large concerns stood aside. This 
factor is magnified in its significance when the number of birds raised on 
the batch system is compared with the volume turned out on the continuous 
plan as in Table 6, In the Hayward area, five batch producers raised 336,000 
birds over the whole year, one-third of the total quantity marketed. 

Batch operators are likely to have interests which do not coincide with 
those of continuous producers. The date of purchase of their chicks is flex- 
ible within the limits set by the ability of hatcheries to meet large orders 
without prior specification. On the other hand, delay in selling such flocks 
incurs mounting feed costs and risk from disease. Buyers know that the birds 
must be sold, and anticipation of this new supply may lower prices throughout 


the market. 
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TABLE 6 


Type of Production System Employed: Hayward, 1951 


Number of units 





Analysis of Production and Marketing Relationships 


An essential theme of this study is the relationship between production 
and marketing techniques. Many factors are involved. Their significance for 
the over-all picture depends in part on the differential values attached to 
them by individual raisers. In the ultimate analysis, they can be grouped 
under the three basic economic utilities--time, form, and place. 

The Factor of Location.--If the costs of transfer between the locations 
of production and consumption are determined by the competitive interplay of 
numerous traders, then each producer can expect prices differing from those 
obtaining at the consumption center by the actual cost of transfer from the 
ranch. It will include an allowance for shrinkage and such profits to the 
entrepreneur as are necessary to keep him in the business as well as the out- 
lay on physical transportation. 

Evidently, Hayward poultrymen have recognized their locational advantages 
for a substantial proportion of their output has been concentrated upon the 
buyers nearest to the consumer. Advances in technology may constitute a 
limiting factor, Dressing and evisceration at country points reduced the 
weight load and avoided mortality losses en route. In effect, distant sources 
of supply were brought nearer. The comparative advantage of producing close 
to the consumption center was reduced. 

Moreover, transport costs are not directly proportionate to the distance 
covered. Loading and unloading charges constitute a considerable portion and 
remain constant whatever the distance traversed. Furthermore, shrinkage in 


the live weight is most pronounced during the first four hours without food 
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and under normal conditions proceeds thenceforth only at a reduced rate.2/ 
Where birds are eviscerated and cooled before shipment in ice, shrinkage 
occurs in the processing plant and is negligible thereafter. 

Producer-Retailers.--In addition to casual home sales, some 6 per cent 
of the Hayward fryers were sold direct to consumer buyers in 1951. Easy ac- 
cess is afforded by U. S. 50, which forms the main street of Castro Valley, 
and busy highways traversing Hayward southward from Oakland. Most of the 
producer-retailers interviewed, however, turned to retailing because of ex- 
pressed consumer interest in their product and their own dissatisfaction with 
the wholesale outlets available. Two or three others were planning retail 
sales from ranches offering mediocre locational advantage. Retail sales on 
the ranch derived much of their inpetus from wartime scarcity. Habits and 
contacts developed under such conditions have been maintained by preferences 
for types of birds. not found in all retail stores and the association of fresh- 
ness and quality with produce bought on the farm. Ranch-sold birds were 
usually roasters and appealed to families seeking well-fleshed carcasses. 

Widespread use of the deep freeze cabinet in private homes is likely to 
expand retail sales by producers. The consumer will thus be able to take upon 
himself the storage function and in doing so confer a double advantage on the 
producer-retailer. ‘The factor of distance will diminish in importance as buyers 
take a larger lot on one visit. At the same time, the local store will lose 
its competitive advantage of carrying stocks to suit customer's convenience. 
The latter will maintain reserves of his own. 

Sale at the retail price level has obvious attractions for the producer 
where the time spent in preparing the birds has no alternative sale value. 
On the other hand, competition from specialized processing plants deriving 
scale economies from high-volume turnover is unlikely to allow producer- 


retailers a wide margin for the actual work of killing and dressing. 


1/ Live bird shrinkage increases with time, temperature, and the degree of 
crowdedness in the coop--eege: 
Hours in transit Estimated percentage shrink 
eiteri ae SAE a ee 


h 2423 
6 2.89 
8 3434 
12 3.97 
16 43 


King, Re Ae, and C. J. Zwick, Shrinkage of Live Poultry Between Farm and 
Market. Storrs, October, 1950. (Storrs Agr. Exp. ota. Bule 270) 
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The most practicable volume for the single-unit operation seems to be 
00-500 birds per week on a continuous basis. Operation on a scale likely to 
justify setting up an efficient plant usually involves selling part of the 
throughput to other retailers at wholesale prices. In an economic analysis, 
the producer-retailer depends for his prosperity on some element of monopoly. 
It may be that of a choice sales location, a favored product, or contact with 
a preferred clientele. In processing and merchandising, the long-run trend is 
against him. 

Hucksters.--The low valuation placed on hucksters! services by Hayward 
fryer raisers must be attributed to the proximity of other outlets. Apart 
from one old established liaison between producers of first-quality produce 
and a market demanding such birds, most dealings with hucksters related to 
inferior birds whose inclusion in a particular flock might prejudice its 
sale to another buyer at higher prices. The best-known Hayward huckster 
dealt mainly in culled hens. The egg producers appreciated a buyer who 
picked up a few birds each visit and relieved them of the trouble of finding 
a market for culls. To the meat bird raiser, the fryer flock was a main 
source of income. 

Hayward Fryers in Bay Area Markets.--The direct impact of the fryers 
originating in the Hayward group of producers on the different sections of 


the Bay area market may be estimated from the quantitative data in Table 7. 


TABLE 7 


Hayward Fryers as a Proportion of Bay Area 
Supplies of Live Chicken, 1951 


Hayward fryers as 
per cent of total 
Market stage live chicken supply 


Wholesaler-processors: 
San Francisco 
East Bay cities 


Wholesaler-retailers: 
East Bay cities 


Retailers: 
San Leandro and Hayward 
Oakland 
Berkeley 
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These percentages show which markets were dependent on Hayward producers 
for the bulk of their supplies and which looked elsewhere for their major 
sources, Few Hayward birds reached San Francisco. Since these percentages 
indicate the weight of Hayward fryers in total chicken sales, including hens 
and broilers, the significance of the fryers in their own particular market 
would be much larger. 

Size of Unit in Relation to Type of Outlet.--Table 8 is arranged to 
analyze the relationship between annual volume of sale and type of sales 
outlet adopted. 


TABLE 8 


Size of Enterprise and Type of Outlet Employed: 
Hayward Producers, 1951 


Distribution of enterprises by numbers 
Type of market of birds sold annuall 
outlet To 15,000 | 15,000-40,000 | Over 40,000] All 


Average total 
number of 
birds sold 










Wholesaler 3 1 4 
Huckster bt 1 1 
Wholesaler-retailer 5 3 2 
Retailer 3 h 1 
Consumers 2 2 0 

Total 14 11 8 





The largest average flock was found among producers selling to whole- 
salers and the next largest among those dealing with wholesaler-retailers, 
Growers marketing directly to consumers operated on a scale only half that 
averaged by the other groups. The association of outlets and flock size by 
classification of holdings into three size groups displays the same general 
relationship. The element of dispersal intimates the need for further 
analysis. 

Timing of Marketings in Relation to Buyer Requirements.--It has already 
been noted that the production plans of the individual producer determine to 
a large extent his suitability as a source of supply for a particular market 
outlet. ‘The latter's requirements are determined in this respect by the 


volume of its weekly sale, its distribution over a range of carcass weights 





“Sesaleni-esch, cain pay aps. s2socwoe 
east grithelods <esise aeilotiy Eatod nt ameaytl brswyeli te tdytew edt stsothns 
at soe. telvons tag avs sient at Presa ead ss sonsot Mage ont ceteligrd bas 


Aca denise’ dom od Dewees 










Oo Bopnates 2k 8 S1Gst~= Je f3 00 40 29M Ose SAS i TAY 20 Om: 
| S6ise to soy bas offee to smuslow oes coated aienitedadiile at seuinks 


8 SIGaT 


rbeyoiqul tefied to oqyl fas sesagieset to ete 
f22k ,eteonbort sem 












xa feasiodW 
woteNouH | 











tetihgotsts Lins foril 
on 


. 
| 
e t 
Se 


heh 


Pigs tee 


ety Oe OE 


~alortir of sites spouses syns ne tea home. eestor 
“" semediigowhisised tori. Atiw sntfeob “ated grons tesgrsh dxen orld tyes ‘etsiee 
reds Pisa Yin atkos £ no hodersge bremnecgo of yitoorib yaitesen eIGWOT) 
ye esi oof? bus ateline Yo nobtatoozes oat sege0rg ‘todo ofS xd bogetove 
“Eoiiinog same ont ayatgaih squbxg sais estat ofa epniblod 1s saigathcente 
edtwwt zo? “hoon ‘adi eatasitne isetaqetb Yo drome.is oat .qin@no: 


. 





. os ociarstob Sesccbiony icubbebens ont 0 sasha aakehees Gb ae nyo noed 
"teste weinoktts s tot Ylaque Jo.ee wee s es. uhitidadive atd daséxe ogvet 6 
at yd dooqees sit mg hertmradob ems edgsmorinpss e'asdisi vel te ltuo 

adeiatew e-sotko Yo egies 5 Yoyo" ‘bslgetnat at eoise ‘Uhioew ase, “30, ot Low 


he 


CN Se aii 
iy we 








254 


and types, the frequency and rate of killing operations, availability of labor 
equipment for collection purposes, and capacity to hold live birds at the 
plant. A processor with wholesale and retail outlets for 5,000 birds per 

week could conceivably draw that quantity from one source on a single day but 
would probably find four deliveries of 1,250 from different sources more con- 
venient. Numerous calls for small lots of a few hundred birds would be 
uneconomical for such a buyer. 

A small retailer, on the other hand, might well support a consistent 
business turning over 1,000 birds per week by regular weekly purchase of 00- 
500 birds from one or two selected producers. 

The prime requisite of these retailers is access to a producing unit 
turning out birds of such quality and number as to match their pattern of 
retail demand. Avoidance of inventory losses through spoilage and price re- 
ductions makes this imperative. In the extreme case, producers act as an 
effective killing reservoir for the buyer who picks up birds two or three 
mornings each week as they are needed for the business. Since a buyer in 
this position is relieved of such problems as feeding birds while awaiting 
slaughter, or of anticipating short-period changes in demand, the producer 
is entitled to some reward for the performance of these functions. Retailers 
wish to maintain such sources once located and are prepared to pay more than av~ 
erage prices, Hence springs the alliance between the small continuous producer 
with mature birds available weekly and the East Bay processor-retailer. 

Table 9 classifies the Hayward survey group according to their spacing 
of sales in the normal course of business. Three categories have been 
distinguished. That headed "weekly" includes fryer raisers who sold a 
substantial part of their total flock every week, ¢.g., 300 birds out of a 
running stock of 1,500. Even some of the largest operators also sold on 


this basis moving 1,000 birds every week. 


TABLE 9 
Rate of Sale of Fryers by Time Interval: Hayward, 1951 
pacing Number of Percentage of 

of sales producers | birds sold| total sales 


354, ,600 
29, 5400 









Weekly 
Monthly 
2-3 monthly 
intervals 













336 ,000 
985,000 





Total 
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Included under the monthly rate of sales are those who sold at intervals 
of from two weeks to a month. A common practice among the smaller farmers is 
a standard order with the hatchery for 1,000 or 2,000 chicks every month. 
These are raised in sequence to the age of nine to ten weeks when the flock 
is split and the larger birds, mainly cocks, are sold.2/ The remainder are 
then carried on for two weeks more in order to reach the same average weight, 
of 3-) pounds, as the others. 

Those producers selling their flocks at two to three months! intervals 
followed the batch system of raising a complete brood to maturity and selling 
all before refilling houses with new day-old chicks. In practice, many also 
split their flocks when the cock birds approached maturity. Poultrymen follow- 
ing this technique of production would not, however, find it practicable to 
market birds more frequently without sacrificing its essential advantages, 

The organization of appropriate marketing facilities for a production 
pattern of this nature raises difficulties which have not been considered 
within their proper perspective. Figure l} indicates the expected weekly of- 
fering of fryers by the Hayward group over a year such as 1951. ‘The total 
supply forthcoming each week is portrayed by the top line. 

The most striking feature is the extreme fluctuation exhibited. Weekly 
offerings jump, for example, from 16,000 to 37,000, back to 11,500, and then 
up again to 36,000--all within a month. Nor was this alternation maintained 
with any consistency. For a month, the level of sales might be between 
12,000 to 18,000, then suddenly jump to 30,000 as a large single flock of 
10,000 to 20,000 made its appearance. Undoubtedly, the major influence dis- 
rupting any pattern of reasonable prediction lies in the operations of the 
large batch raisers. It is unlikely that their sale dates would average out 
into a smooth flow unless their numbers were very large or some control was 
exercised over hatchery purchases. The extent of the problem in marketing 
such lots in the East Bay now becomes fully evident. 

The middle line excludes batch raisers altogether. It refers only to 
poultrymen operating on a continuous basis. Fluctuations of considerable 
magnitude still characterize the pattern. The coefficient of variability is 
only 12.2 per cent, however, as against 33.8 per cent when the batch producers 


are also included. 


1/ Several raisers paid 1 cent per chick extra for sexing and kept the two 
sexes separate throughout the growing period. Thus, they avoided the slow 
and disturbing process of sorting by size in the pen and facilitated the 
injection of hormone pellets into the male birds where practiced. 
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FIGURE 4 
MARKETING DISTRIBUTION OF HAYWARD FRYERS: WEEKLY I95|I 
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The most regular supply pattern is associated with those raisers who 
sold weekly, At Hayward they dealt essentially with retailers and consumer 
purchasers at the ranch and had conformed to their needs, 

Table 10 relates the rate of sale to the type of market outlet employed. 
The group of producers selling on a weekly basis included all those selling 
direct to consumers and almost all those supplying pure retailers. Wholesaler- 
retailers bought mainly from these and the group selling monthly. None of the 
units marketing large lots at 2-3 monthly intervals employed retail outlets. 
Only buyers with a substantial wholesale clientele could absorb such irregular 
offerings. 

It is apparent that the production pattern has outstripped the structure 
of the market. Newcomers seeking production efficiencies in batch methods 
discover to their cost that a market is not readily available for such lots 
without prior arrangement. The wholesaler-receivers available have patterned 


their business on an older production framework. i 


TABLE 10 


Rate of Sale and Type of Market Outlet: Hayward, 1951 


Number of producers 
Rate of sale, | 2-3 monthly 
Type of market outlet | Weekl monthl intervals 


Wholesaler: 
Contract 
Open 
Huckster 
Wholesaler-retailer 
Retailer 
Consumers 


Total 





Producer Experience in the Market.--Poultrymen in the business for many 


years either build up for themselves a sound reputation or find a definite 
niche in the production-marketing system. Usually, they locate a "buyer well 
adapted to their needs" and establish a sound working arrangement which is 
hallowed by time if not by written contract. 

Thus ,. newcomers have to force their birds into a marketing system which, 
except in a time of sudden expansion, has already committed itself at both 


ends. The pattern of sales to retailers and consumers and of purchases from 
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farmers and dealers may afford no place for a new entrant without disrupting 
relations with established suppliers. The experience during 1951 of several 
new raisers bears out this premise; that of those who quit during the year 

reinforces it all the more. Table 11 analyzes the outlets employed by fryer 


raisers in terms of categories of marketing experience in the Hayward locality. 


TABLE 11 


Type of Market Outlet and Years Established in Business: 
Hayward Producers, 1951 


Type of market 
outlet 


Wholesaler 


Distribution by number of years 
established 


8 Lover 8 


















Huckster 







Wholesaler-retailer 







Retailer 


Consumers 








Total 


Nearly half of the producers contacted in the survey had only been in 
their present business a few years; fifteen had less than four years! ex- 
perience. It is highly significant that they include among their number all 
those who played an active part in requesting an investigation into their 
marketing difficulties. Almost half of them sold to wholesalers and the 
prices they received were substantially less than those paid to the well 
established. 

Some of the marketing difficulties experienced by newcomers sprang from 
disease in their flocks, feed problems, and overcrowding. One old established 
fryer raiser was emphatic that the basic problem pertained to quality. Of- 
fering high-quality birds, growers would be able to pick and choose between 
buyers. Nevertheless, there were producers of first-class birds whose market 
outlets were definitely unsatisfactory considering the quality offered. 

Trends and Adaptations,--A measure of market flexibility is afforded by 
the records of fryer raisers changing their buyer during the period immediately 
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preceding the survey. Invariably, the move lay in direction of departure from 
open competition in wholesale channels. Producers found wholesale buyers who 
would offer written contracts, or sought outlets in direct contact with con- 
sumer buyers. 

The most advantageous contracts specified the price in addition to as- 
suring an outlet. In return for raising chicks supplied by the processor to 
specified size and age ranges, the processor committed himself to purchase 
these birds at an agreed price on delivery. The "Norwester" plan specified 
a price basis. A hatchery was set up in Hayward and producers contracted to 
raise four lots of 12,000 birds per year and to deliver these, when mature, 
to a processing plant in San Francisco in batches of 6,000 on successive 
weeks. 

Two or three producers selling to hucksters or other buyers were in the 
process of shifting part of their volume into direct consumer sales; others 
were moving to retailers. 

Twelve had recently shifted from wholesaler-retailers who had made a 
practice of paying only the lowest wholesale price. These traders have earned 
a bad reputation among fryer raisers in Hayward. The correlation between 
producers going out of business during the years 1950-51 and marketing through 
wholesaler-retailer outlets was almost exact. Accordingly, use of such chan- 
nels has become the last resort of new arrivals in the business and owners of 
distressed flocks to be avoided as soon as alternative outlets presented them- 
selves, Sales to wholesaler-retailers have fallen sharply in recent years.2/ 
Symptomatic of the decreased volume available to these buyers in 1951 was 
their increasing dependence on deliveries of live birds by hucksters from 
Petaluma and a significant interest in raising flocks of good-quality fryers 
on ranches under their own direct control. 

Of Hayward raisers who had no complaint concerning their market outlet, 
five had sold consistently to the same buyer for eight years or more. [In one 
case, the relationship was inherited from a parent in the same business. All 
these buyers were retailers whose trade had acquired a dominant tone from 
regular sales of the birds supplied by a particular producer. Retailers sell- 
ing to relatively inelastic markets often maintained a range--e.ge, 30 to 37 
cents per pound--from which the price to the supplier would not depart. In- 
evitably, however, some producers were unable to obtain such terms because the 


number of birds the retailers could absorb was limited. 


1/ Leading members of the group reported declines in turnover of 25-30 per 
cent as compared with early postwar years. 
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No open market alternative was available in this area. At an isolated 
ranch, a poultryman might await calls from potential buyers and hucksters 
looking for bargins or telephone a wholesaler and offer his stock at going 
prices. Wholesalers did not buy on such favorable bargaining terms without 
extracting some toll for acceding to the producer's convenience. Such inm- 
mobility becomes cumulative. Many raisers have refused high offers from 
irregular buyers. They were afraid that their regular outlet might be of- 
fended at the reduced number of chickens available and be closed at some 
future date when marketing was difficult. 
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V. PRICES AND MARGINS 


Free market prices are supposed to result from spontaneous competitive 
interaction of buyers and sellers. Critical interest centers on two aspects, 
determination of the general level of prices and the degree of departure there- 


from in individual transactions. 


Nature of the Price-Determining Mechanisms 


Price making in the chicken market proceeds at three major levels. Live 
birds are priced at farms in the country. On leaving the processing plant a 
new price is agreed upon for the dressed or eviscerated product. In retail 
stores the birds are sold again to consumers on a basis which takes into ac- 
count the service of evisceration and preparation for cooking. 

Retail Level.--Of the three levels, prices in retail stores maintain the 
most stability and reflect least the dynamic movement of supply and demand. 
The retail prices appearing in Figure were in force during twenty-five weeks 
out of the fifty-two in the year 1951. Apart from the traditional turkey sea- 
sons of Thanksgiving and Christmas which are recurrent and predictable, the 
demand for poultry is consistent by comparison with supply. Chicken is only 
one of many expense items in the budget of the ordinary consumer. Decisions 
to buy or not to buy are governed by social habits, convention, and irrational 
influences rather than differences in supply. 

Chicken retailers may be considered price conscious or quality conscious 
according to the policy of the management and the attitude of their clientele. 
In either event, their pricing reflects the relatively low elasticity of con- 
sumer demand for poultry.1/ Frequent reductions in price may give quality- 
conscious customers the impression that the store is a price cutter. Subse- 
quently, there may be difficulty in raising prices without alienating the 
support of the price-conscious group. For such reasons, many concerns ignore 
short-run changes in the wholesale price. 

Most retailers have firm ideas as to the psychological effect of certain 
specific prices. The prices which appear most frequently are 9, 59, and 69 


=m sieeeeieaeaeiaeia— ae 


1/ Naden and Jackson, ope cit. In the Los Angeles sample of stores, it 
was found that a reduction of 5 cents per pound was needed if the total volume 
of sales was to be affected. 
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cents per pound, respectively, reflecting the belief that the retailer thus 
obtains the highest price consistent with a given volume of sales. Local 
tradition, store policy, and the price of other meats contribute to their 
determination. Such critical "major number" prices denote stages where the 
demand curve undergoes marked change, where a particular set of customers would 
cease to buy. 

Retailers are interested, above all, in a steady turnover. For this, uni- 
formity in the product is the major condition. Many regard quality as impor- 
tant only on the negative side. The policy in the chain stores is to sell all 
birds in one age category at one price and expect uniform quality from their 
supplier. Specialized poultry stores usually offer a range of prices to suit 
different classes of customers. Where the dominant clientele is price conscious, 
retailers match changes in supply costs with changes in the quality of bird 
displayed. In one market roast chickens were sold at standardized prices of 
99 cents per whole bird, 59 cents per half. Emphasis was laid on the form of 
the product and its appeal to the customer rather than weight and quality. 

The increasingly important part played by departmental chain groceries 
in the retail marketing of chickens is introducing a new factor. Such organiza- 
tions do not consider retail sales of chicken as a continuous business concern 
but as an integral factor in over-all store policy. A prominent feature of the 
competition between chain markets in a particular area is the newspaper adver- 
tisement of "week-end specials." Retail markups on many popular items are 
reduced in order to attract attention and expand sales of other goods at regu- 
lar prices. Inelasticity in the supply of beef led to chicken and turkey 
featuring in such advertisements quite frequently during 1951. The significance 
of "week-end specials" is enhanced by their being featured simultaneously in 
a large number of stores and comprising the bulk of their sales. 

Some relief may thus be forthcoming from a situation paradoxical to economic 
theorists but frequently observed in practice where poultry buyers would not 
purchase more than certain predetermined quantities even at substantially 
lower prices. 

Wholesale Level.--The dominant part in determining both prices to re- 
tailers and to farmers falls to the wholesale processor. Between the two lies 
his own operating margin. Comparison of the San Francisco Market News Service 
reported prices asked of retailers and paid by processors for birds delivered 
to the plant, Table 12, indicates that a fairly consistent differential was 


maintained throughout the year. Most processors made this margin their initial 





eiseisoaqast ¢biiitog tot 
= oo. s2eiea Yo ansdos seta a atte Soebdincas ea iesencatiage aniniéo 


teat sedw tepase atone aoskey Mastin sobs Egpintieto ion sotmaniiotet 
: pigew etenodego ‘lo tae 4eluotdrag 6 staiiw ego bewrem eecgvebas Swit ‘bersimab 
oud ad s2E99 

‘shi —eitlt to% .revoutns ybadts 6 mt .ifs svocds besastsdat one ausLisdast 
. whednk da ydiioup babget YHRM  amipkdibtos totem add at souborg ert gt whine 
fie ffee of eb aorta siete edd af ypbfor edt © sebie svi jagsat art “ao. wine test 
‘stoi novt Wilevp wrotiaw doegus bra soivy oo ts yiogsd ss oR eu “ad pbrid 
tina of eeoity to squat g t8Tte effet i gerade vHelvag bestisiosge a 

estoiosnies shit wt efledttetis dnsckagh edd, exalt “wansmodeuo do eaeealo tersxstte 

omit to Whheup odd gt eeghste Mik eteqn yigdde at eeyasto doten Guise 
te wooing pes lbtsirtete te bioe sreweefatotilo desot tedism eno nl shays ioe th 
te not sid mo Bisel of% niessqua etlad teq eefisd C2 bard solr ts4 aineo ee 
. wwhttisuo fers Jdigtey aslt ¢aiiter omodano ads of Iseqga tt brs dotborq ok 

rgetiecety -atedo Cetaeataqed yd bors fy Fteq rasa toga wiawtesetoai off 
+ssigeyto dose «torent wan s Sabotbowtat as Bs otdo “to anktedttem fipdes odd a 
' fisomoe wesittend evounidnco Bes. aefotds to é6lea fistex s4biaton doa ob dookt 
off? to. siutest teeming A sypifog stots Efestevi ft sOtos t fsamadixt as ep to 
#tévbs tedeqewsn sit pi sets, “aetusttisa Bont acesttao tttedo reawied ‘debt ideqmoo 
Mis ateti tafrqoq Yrsm no eitokiem Listel lle ieitoeds bap-agew!t % dnemse ot 
“wget ts choos “afte to.ss ise Sraqee brs sole sasdds sustite. of 49876 ni bagubst 
-yaotud Sue Aesloide of bak Teed 40 ~hganis oad ak y3 lattes font vesoitg net 
eorkoliiests of] .f28i gnisuh vitnabpedt ettup adoome t} revbe dave iit gabtivtsst 
sia ylauostisiinnie berotset grited siods v Lsonsdine ak Nalstoaqe brigetoow to 
weise tiedt te dif ot aatetaytos brs se1ade ‘te xeciaas sgyet 5 

Racewncd oF eid coitgughe & mort ‘Bitinosddrott ed pedd Yor telfor omoe 
Sor Bilger eveyad guiluos asda soitostg nf bewsaado Usnovpsxt gud ade ttoodd 
vileiisbdedue de nove senhkeqerp Sontmedtsbor fitsdies madt ‘stom ‘ abudorterg 
— ‘senor 


= wate saa toner sonia fate ae 6 aestesatod * eam ETSqO 
hetaviteb ebxid io? anoedsontg gf btag ns graliades te bewés seotsy Sabine 
‘ga IgitnoteTii ib dhedetanco eters 2 ded cedaptbat St é fda ptnety oF oF 

ce éebhiat Ried. tiguam eidd shin exoeesoorg doght wapay ond + dnogsonat bet 








37. 


objective. In theory its magnitude is determined by the operational and oppor- 
tunity costs of the most efficient concern which expands until its marginal 
cost equals the gross trade margin. Buying and selling prices are then moved 
up and down together with this spread between, insofar as is commensurate with 
maintenance of the desired rate of turnover. Other plants must conform to the 
sane pattern eventually or lose their business. 

The price-making mechanisms employed by wholesale processors reflect his- 
torical continuity with day-to-day modifications in accordance with immediate 
changes in supply and demand. A leading East Bay processor stated: 


"Each morning we provisionally assume that the previous 
day's relationships will still hold good. Various agreements 
to accept birds will already be outstanding. A dealer from 
an outlying area will bring in a regular load of say 500 birds 
and will expect us to take them. Both parties count upon this 
and will have the previous day's price in mind. Variations 
from the norm in the quantity offered make the change if 
change there be." 


The trucker may have a larger load than expected as a result of a favorable 
opportunity to purchase. The processor recognizes an easing of the supply 
market and suggests a reduction in price on the extra birds. If the dealer 
accepts this cut and still more birds are offered that day, further reductions 
are proposed. 

In the reverse situation, the regular trucker would have fewer birds to 
offer than was expected. This would leave the wholesaler with inadequate 
stocks to satisfy his normal outlets at current prices. If the wholesaler 
found it necessary to ring up hucksters for supplementary supplies, then the 
cue for a price rise had been given. An intangible but critical factor in the 
price-making process is the "feel" of the market. Buyers' expectations may 
delay completien of a transaction or hasten it, may promote rigorous grading, 
or suspend a differential deduction on "seconds." In the country, where no 
prior understanding exists, a 2-cent margin frequently hangs in balance accord- 
ing to who makes the initial overtures, the buyer or the seller. 

The same wholesaler emphasized that the feel of the market fluctuated 
with every telephone call during the course of a day. A short position follow- 
ing one sale may be corrected by a new offer. "At any one time I should not 
know what the current price was, only what had actually been paid for lots 
acquired up to that point. Moreover, they might not all have been bought at 
the same price. Nor does the most recent transaction express the terms of 
future bids." The very fact of its conclusion implied the satisfaction of a 


pre-existing need, one that no longer governed the next offer. 
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In practice the Valley packers tend to sell to a different series of retail 
outlets than the local processors. Their sales to the chain grocers reflect 
ability to supply and to demand, respectively, a regular volume of uniform 
quality produce. Birds are booked at standard prices from the plant, and the 
final selling price to the store is expected to cover the distribution and 
selling cost incurred by their marketing departments. 

The packers quote prices in advance of sale, and organizations handling 
their birds tend to maintain more stable levels than those drawing from various 
sources. Nevertheless, prices of these birds cannot be insulated from local 
market trends for very long. Some of the large self-service markets switch 
from Valley packers to San Francisco processors entirely on a basis of the 
price asked for specific lots. On occasion, Bay processors have complained 
of short-run selling campaigns in which operating margins were cut to neg- 
ligible proportions in an effort to establish the ice-packed birds in new 
retail outlets. 

Prices of frozen chicken change less frequently than those of fresh birds. 
Since they are mostly killed, packaged, and frozen during the low-price sea- 
son in a remote supply area, the cost of servicing retail shelves during the 
remainder of the year reflects the initial purchase price plus distribution 
and storage charges incurred since, rather than farm prices in the territory 
of final sale. 

During 1951, standard first-quality frozen fryers, cut up and packaged, 
retailed for 77 cents per pound when the price of fresh dressed birds was 55 
cents. At live-weight equivalent prices of 54 and 8 cents per pound, re- 
spectively, the frozen chickens cannot be considered competitive in open sale. 

Farm Level.--Producer groups frequently feel that prices are determined 
over their heads. Comparative amateurs in the techniques of bargaining and 
handicapped by difficulties in switching their live product over the planes 
of time, form, and place, the majority of producers cling to "objective" 
indicators for stable guidance. At Hayward many reported that all their 
birds were sold on a basis of a recognized relationship to the San Francisco 
wholesale price as reported by the Market News Service or according to a 
written contract. Apart, therefore, from the specific relationship to the 
base price and the nature of the deduction for deviations in quality, most 
farm prices were governed by reports from central processors. 

Written price guarantees were offered in 1951 to poultrymen raising 


"pheasant chicken" for distribution through frozen food channels. One type 
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specified a price of 35 cents per pound on delivery at a Hayward processing 
plant, or 34 cents at the farm. The "Norwester" contract took the upper range 
for 3- to -pound fryers at San Francisco on Wednesday of each week as a base 
price with a sliding differential of: 


3 cents above the base price up to 33 cents per pound 
2 cents above the base between 3) and 36 cents per pound 
1 cent above a base of 37 cents per pound or more, 


These prices were payable on delivery to a processing plant in San Francisco. 
Large lots could be delivered for less than the huckster's charge of 2 

cents per pound. In 1951 the average San Francisco base was 31.6 cents per 

pound, affording at least a 3 cents premium under either contract. Additional 


producers signed up for contractual marketing in 1952. 


Interrelationships Between Market Levels 


Competitive Model.--Changes in the time, form, and place of presentation 
of a product find an appropriate remuneration within a competitive framework. 
Equilibrium at the level of maximum satisfaction is attained when opportunities 
for profitable arbitrage have been exploited fully, when supplies of a par- 
ticular kind can no longer be moved into another section of the market with 
entrepreneurial advantage. Supposing such a market worked smoothly and without 
serious institutional or monopolistic impediments, then it could fairly be 
said to meet the requirements of a good market. 

Prices for the same product would approximate to the same level at all 
comparable stages in the market. Prices at the market patronized by Hayward 
producers would compare fairly with those obtained for similar products in 
competing markets. Differentials would reflect some real advantage in time, 
piace, or form utility. A price structure of this kind would allow, as an 
illustration, for evisceration either at the point of production by a specialized 
processor or in a retail store. All three systems now operate simultaneously. 
Other things being equal, prices to the final consumer should be the same in 
each. 

Figure 5 summarizes these interrelationships in terms of the margins 
applicable in 1951. Three categories of form are considered: live, dressed, 
and eviscerated. In the plane of space, all consumers are envisaged as situa- 
ted in one center with two locations of production nearby, such as at Hayward 


and Petaluma, and at some distance, as in the Central Valley. 
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FIGURE 5 
Modal Prices and Margins: First Quality Fryers in East Bay Markets, 19512/ 


(Cents per pound live weight equivalent) 
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a/ Conversion rates: 
Dressed lose 12 per cent of live weight 
Eviscerated lose 30 per cent of live weight 


Sources: Federal State Market News Service, San Francisco and Fresno; 
Retail prices as advertised in the Oakland Tribune; and Hayward- 
East Bay survey. 
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Two sets of prices have been inserted on Figure 5. The figures in paren- 
theses show the prices as cents per pound of the bird in the form observed at 
retail by consumers. All others are stated in terms of the original live 
weight,1/ In practice, a processor paying 33.5 cents per pound for live birds 
received 46.5 cents per pound for a bird which is lighter by its feathers and 
blood content. A retail price on the same weight basis, but allowing for evis- 
ceration after sale, would be 55 cents per pound. False impressions of the 
magnitude of intermediary margins have developed from comparisons between prices 
on differing bases. 

The particular price structure portrayed is that observed the most fre- 
quently in East Bay markets during the year 1951.2/ 

Transfer Margins.--A fundamental market price relationship is the margin 
for transportation from farm to processing plant and shrinkage en route. In 
1950-51 ranch weight purchases predominated in accordance with producer pref- 
erence.3/ Raisers bore the transfer margin as a deduction from the market price 
of the day unless their birds were especially well liked when it might be | 
shared with the second receiver, Hucksters transferred uniform standard lots 
for 13 cents or less where the job was regular and no risk was involved. In 
the main, however, a margin of 2 cents per pound between Hayward or Petaluma 
and the central Bay cities has been supported by the wholesalers! custom of 
deducting 2 cents per pound from the San Francisco price wherever a truck and 
men were sent out to collect birds from a ranch. 

A price of 29 cents per pound at the farm would allow a margin of 
cents per pound to hucksters shipping live birds from the Central Valley to 
the Bay cities, a distance of 100-175 miles over first-class highways. 


iy The conversion factors employed have been taken from the trade magazine, 
Broiler Growing, May, 1951, and appear to be more appropriate to the trade in 
ice=packed birds than those published by the United States Department of Agri- 
culture. 


2/ Here the advantage of comparison at familiar price levels seemed worth 
maintaining. Since it would have been lost if simple or weighted arithmetic 
means had been calculated at each stage, modal prices were employed instead. 


3/ A Hayward-San Leandro district wholesaler-retailer was convicted of 
using false weights, January, 1952. Over the preceding two years local 
poultrymen had been cheated out of $10,000 to $20,000. 
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Processors! Margins.--Whereas, in current marketing idiom the apparent 
margin for processing is 12-13 cents per pound, the actual figure calculated 
on a live-weight basis is 7.5 cents per pound. The discrepancy reflects a 
change in carcass weight. The loss of weight by removal of blood and feathers 
approximates 6 ounces on a 3-pound bird. Since the contemporary job rate for 
killing and plucking chicken in medium-sized processing plants was 6 cents per 
bird, a further 16.5 cents per bird remained to cover overhead, marketing ex- 
penses, and entrepreneurial profit. 

Retail processors carrying birds through from farm to consumer and main- 
taining market prices at both ends have a potential margin of 16.5 cents per 
pound for the combined functions. In practice, however, the necessity of 
matching farm purchases to the particular requirements of a retail clientele 
limits freedom of selection. Birds must be of a type and supplied at a rate 
governed by the character of the store. Nor can the supply source be situated 
at too great a distance from the store, or the time spent en route will be 
disproportionate to the volume of birds handled. For these cogent reasons, 
the retailer-processor is prepared to bind appropriate producers to his busi- 
ness by paying premiums of 1-2 cents per pound for a convenient and regular 
supply. The bargaining power of "appropriate" producers is enhanced accord- 
ingly. 

Prices of Valley ice-packed fryers tend to be comparable in chain and 
independent markets since most are sold under proprictary brands. A retail 
margin equivalent to that allowed on local birds would leave the Valley proc- 
essor 11.5 out of a total spread of 18.5 cents per pound (live-weight basis) 
for the integrated function of collection from the farm, killing, plucking, 
maintenance of sales staff in the consumption center, and actual physical 
distribution to retail stores. 

Evisceration would bring an additional margin since the retailer would be 
relieved of the task and could be charged a higher price at the delivery 
point. Inquiry from trade sources indicated that Valley eviscerated produce 
moved into retail channels at a live weight equivalent price of 2.5 cents 
per pound, 1.5 cents higher than that of dressed birds. The processor's 
margin on eviscerated birds would thus be 13 cents per pound. 

Retail Margins.-~-The conditions governing the retail margin on chickens 
are properly too complex for simple statement. Variability in accordance with 
store policy has already been indicated. Where chicken is employed as a price 
"special," the simple difference between buying and selling price neglects the 
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profit increment from increased sales in other lines. Margins on single items 
become an inextricable ingredient of over-all store revenue. The representa- 
tive price relationships shown in Figure 5 would allow retailers a margin of 

7 cents per pound (8.5 on a dressed weight basis). This spread provides for 
store maintenance and overhead, labor time serving customers, and returns to 
management. Since most customers expect the retailer to draw birds at the 
time of sale, the cost of this operation is also included. Self-service 
counters purchase eviscerated birds from the processor to avoid this chore. 

On eviscerated purchases, 5.5 cents was allowed. Retailer-processors buying 
birds alive at the farm took a total margin of 1).5 cents between producer and 
consumer. 

This outline of the price structure is interesting more for the relation- 
ships it indicates than for the actual prices. Whereas the latter may vary 
daily, the former holds good until some radical change in the level of technical 
advance or of competition replaces them with a new set. The adoption of the 
ice-pack technique in transporting dressed fryers from the Central Valley 
effected such a change in these basic relationships. It brought the distant 
area nearer to major consumer markets, encouraged development there, and 
sapped away much of the protection local producers had hitherto received from 
locational and transportation difficulties. General incorporation of evis- 


ceration into the processing line may result in further radical changes. 


Analysis of Price Behavior at Different Market Levels, 1951 


Retail Level.--Figures 6 and 7 are based on the data in Table 12 which 
incorporates series reflecting price behavior in characteristic sections of the 
market. Charting on a weekly basis indicates the effect of seasonal influences 
and entrepreneurial competition in dynamic interaction. The three chain organi- 
zations are the largest of their kind in the Bay area and handle the bulk of 
the fryers retailed through such outlets. The independent retailers were located 
in the two most important retail poultry market centers in the East Bay cities. 
Furthermore, both were known to be selling birds drawn from producers and proc- 
essors also contributing prices to the survey. The Market News series furnish 
the reported range of prices paid to San Francisco wholesalers for dressed 
birds and by wholesaler-processors for live birds in San Francisco and the Cen- 
tral Valley, respectively. 

The independent retailer in Figure 6 marketed meat poultry in immediate 
competition with three or four other stalls including a retail outlet for one 
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FIGURE 6 
MARKET PRICE RELATIONSHIPS : LOCAL FRYERS IN EAST BAY CITIES 1I95I 
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of the major Petaluma hucksters, another drawing birds from the Hayward area, 

and a third specializing in home-raised heavy fryers, caponettes, and roasters. 
"Fancy fryers," the trade equivalent of grade "A,"were advertised. Apparently 
49 cents per pound was considered the critical price for its clientele. ' Cuts 
were only introduced after neighboring retailers had already reduced their prices 
sharply. The standard price was restored as soon as the wholesale market turned 
up again and long before rival concerns had raised their prices a comparable 
amount. The average deviation in price over the whole year was only 2 per cent. 
In January, when chicken prices were cut 5 cents per pound in rival stores, 

this one abstained from advertising. 

Retail Chain I featured poultry in conjunction with a full range of meats 
and groceries. During the fall of 1951, dressed birds still amounted to 75 
per cent of its total sales. This price series is interesting in that it re- 
flects wholesale purchases from both ice-pack and San Francisco dry-pack 
sources. 

Retail pricing problems show up clearly during the second half of the year. 
Maintaining a constant retail price all through the summer, the store eventually 
found its margin cut to 2-3 cents per pound on a live-weight basis. Eventually, 
the price was raised by ) cents per pound. Subsequently, it was brought down, 
only to go up again later by 6 cents. After Thanksgiving, the wholesale price 
level eased enough to permit a return to the customary price of 9 cents per 
pound which was maintained thenceforth, even though the wholesale price con- 
tinued downward. 

The apparent retail margin over forty-two weeks averaged 6.2 cents per 
pound, 585 cents in terms of the original live weight, iee., 1.5 cents less 
than that taken by retailers over the market as a whole. This enterprise fol- 
lowed a policy of buying on the open market from organizations able to meet 
its requirements of consistent volume and quality. It would appear that either 
competitive bidding enabled it to buy at lower dressed prices than rivals sup- 
plied continuously from one source, or else the store took a reduced margin on 
its poultry handlings in accordance with an over-all store policy. Certainly 
rivals admitted losing ground to it on a basis of final price. 

Figure 7 relates Central Valley farm prices to Bay city retail prices as 
advertised by stores selling ice-packed fryers from that area. Since two or 
three firms dominate the market both in purchasing and selling, indications of 
administered pricing are to be expected. Apparently, the Valley processors had 
such a strong position that they could ignore for a time the trend of prices 
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TABLE 12 


Price Relationships in the Fryer Market: East Bay, 1951 
(Cents per pound) 






Fresno whole- 





| Inde- 





| San Francisco wholesale processors A low- | sale proces- 
first qualit -4 pounds pendent Retail priced sors' purchase Retail Retail 
Purchase at plant | Sale to retailer} retailer} chain I market at farm | chain II chain III 
Date live weight dressed) dressed)! (dressed dressed live weight) dressed) | (eviscerated 
Jan. 4 28-29 4o-4e 
Jan. 11 29-30 4O-42 
Jan. 18 31-33 43-45 
Jan. 25 33-34 46-47 
Feb. 1 33-34 46-47 
Feb. 8 33-34 46-47 
Feb. 15 32-33 45-46 
Feb. 22 34-35 46-47 
Mar. 1 34-35 46-47 
Mar. 8 34-35 46-47 
Mar. 15 34-35 46-47 
Mar. 22 35-36 46-47 
Mar. 29 34-35 46-47 
Apr. 5 31-32 Wy ks 
Apr. 12 30-31 42-43 
Apr. 19 32-33 Wy-ks5 
Apr. 26 32-33 Ah 
May 3 31-32 YRWS 
May 10 30-32 4yo-hy 
May 17 30-31 4o-hh 
May 24 30-31 43-4 
May 31 29-30 43-44 
June 7 30-31 43-44 
June 14 31-32 43-44 
June 21 32-33 45-46 
June 28 32-33 | 45-46 





(Continued on next page.) 5 





tweet eye sas 


| 
| 
| 
| 
| 
i 


cr ee BOOwa 


a 


(eure ber. bog) ak pars % 
tn emote ele eer Se see 


awereg ts eth ce: : Spee 





| 


Table 12 continued. 


Fresno whole- 


| A low-]| sale proces- 


San Francisco wholesale processors Inde- 
(first quality 3-4 pounds) pendent Retail | priced 
Purchase at plant | Sale to retailer | retailer| chain I ; market 
Date live weight dressed dressed)| (dressed dressed 

July 5 32-33 45-46 49 4g 4h 
July 12 33-34 45-46 hg 49 he 
July 19 34-35 46-47 | -- 49 ke 
July 26 33-34 46-47 — hg \o 
Aug. 2| 33-34 N6-47 49 53 43 
Aug. 9 33-34 46-47 4g 4g 42 
Aug. 16 33-34 46-47 -~ 53 4o 
Aug. 23 33-34 46-47 49 53 42 
Aug. 30 34-35 47-18 49 53 he 
Sept. 6 34-35 47-48 4g 55 he 
Sept. 13 34-35 47-48 ug 55 he 
Sept. 20 33-34 46-47 hg -- he 
Sept. 27 32-33 45-46 Ke) 55 2) 
Oct. 4 32-33 45-h6 49 55 he 
Cet. 22 32-33 45-46 49 53 he 
Oct. 16 31-32 YhakS h9 53 he 
Oct, 25 31-32 Y4-kS 49 53 42 
Nov. 1 31-32 43-4) xe) 49 42 
Nov. 8 31-32 43-44 49 49 42 
Nov. 15 30-31 43-4 49 4g ko 
Nov. 22 29-31 43-44 -- -- he 
Nov. 29 29-31 43-44 4g 49 he 
Dec 6 28-29 41-40 49 49 42 
Dec. 13 28-29 41-42 45 49 39 
Dec. 20 28-29 41-42 -- 49 -- 
Dec. 27 27-28 4O-41 45 \ xe) -- 


sors! purchase 
at farm 
live weight 


30-32 
30-32 
30-31 
28-31 
28-31 
28-31 
29-32 
31-32 
31-32 
31-32 
31-32 
29-31 
28-30 
27-29 
27-29 
27-29 
27-29 
27-28 
26-29 
25-28 
26-28 
26-28 
26-28 
26-29 
25-27 
25-26 


| 





Retail 
chain ITI 
dressed 


Retail 
chain III 
eviscerated 





Average percentage deviation 


Sources: Wholesale prices--Federal-State Market News Service 


reports for the Tuesday two days previous; retail 
prices--as advertised in the Oakland Tribune on Thursday of each week. 
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among local competitors and hold their retail outlets on a basis of con- 

sistent quality and brand popularity in spite of an unfavorable price differen- 
tial of 4-6 cents per pound. Retail prices of their dressed birds actually 

rose through April and May when San Francisco wholesale prices were falling. 
Their eviscerated retail price held steady in spite of an easier supply position 
in the fall. From October, both chains followed their packer supplier in con- 
centrating on eviscerated produce. 

Long periods without change and sudden sharp discontinuities characterize 
the retail price level. Whereas processors! prices to farmers are influenced 
daily by small amounts in either direction, the retail price moved, if it moved 
at all, in units large enough to more than correct the previous disequilibrium. 
The movement of wholesaler prices to retailers naturally reflected influences 
from both sides. More flexible than the retail level, it changed less fre- 
quently and by smaller amounts than the price to producers. 

Prices advertised at the low-priced market were included in Table 12 as 
an illustration of the misleading advertisement permissible under the present 
marketing convention. Little higher than those paid to processors for grade 
A birds, they generally referred to second- or third-class produces The stores 
also displayed "first-quality" birds at 5-9 and "fancy fryers" at 52-55 cents 
per pound, respectively. The intention was to attract the bargain seeker and, 
when deterred by the disappointing appearance of the advertised lot, sell him 
better quality birds at normal prices. Clearly a recognized grading system is 
needed with insistence, as in the case of eggs, that all advertisements should 
carry the grade of the produce as well as the price. 

Wholesale Level.--Interest lies in both the actual price relationships 
reflecting the interaction of over-all supply and demand during the two years 
and in the complex galaxy of immediate factors to which significant influence 
was imputed. Figures 8 and 9 portray the movement of mean processors! prices 
for the major meat bird classes as reported daily by the Market News Service, 
San Francisco, 1950 and 1951. The outlook comments accompanying the price data 
have been drawn upon in interpretation. 

In the first weeks of 1950, the market was said to be fecling the effects 
of the holidays, an annually recurrent phenomenon, but would clear up later. 
However, prices of 22-23 cents per pound were far enough below average produc-~ 
tion costs to deter many raisers from ordering new chicks. 

February hatchings in California were 11 per cent less than in the pre- 


vious year. It was this reduction which determined the character of the market 
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FIGURE 8 
PRICES OF YOUNG MEAT CHICKEN - SAN FRANCISCO 
PROCESSORS, LIVE WEIGHT 1950 
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three months later and was primarily responsible for the advancing of prices 

to over O cents per pound. The scarcity was most evident in the fryer classes 
and in the Central Valley, precisely where the industry was most specialized 
and where production was most responsive to entrepreneurial decisions. 

The cumulative effect of these withdrawals eventually reversed the trend. 
Higher prices in February and March brought many such poultrymen back into 
production again. These new flocks would be ready for the market at the end of 
May, precisely when the price broke. Approaching the peak, heavy birds were 
naturally the most scarce with raisers selling at lighter weights to benefit 
from current high prices. By mid-May, processors! sales of fryers were down 
50 per cent from the level prevailing before the steep rise in prices. 

Once new supplies came on offer, prices were reduced to clear existing 
stocks, and the downward trend gathered increased momentum. Eventually, it again 
proved self-correcting, and prices rose through July to a vlateau which was 
maintained until October. Henceforth, all categories of chicken were subjected 
to competition from a heavy crop of turkeys marketed at comparatively low prices. 
Heavy fryers and roasters jumped 3- cents per pound for the Thanksgiving mar- 
ket. Broiler prices continued downward. 

It is evident from Figure 9 that San Francisco poultry prices were stable 
in 1951 by contrast with the previous twelve months. For much of the year, the 
range of variation was less than 2-3 cents per pound. The mean price for fryers 
never fell below 27.5 cents, nor did it rise beyond 3.5 cents per pound. Only 
broiler prices exhibited any marked fluctuation. 

Farm Level.-~Producer groups frequently complain that the prices actually 
received at the farm do not conform closely to the behavior of those paid by 
wholesalers. Tables 13 and 1) compare the actual prices of first quality live 
fryers as received in the Hayward area and paid in Oakland on the same day by 
wholesale processors. Over the three months of 1950, the averages of the match- 
ing prices favored Oakland by 0.3-0.5 cents per pound. It is clear, therefore, 
that for those birds sold at relatively disadvantageous prices in Hayward, 
almost as many moved through channels commensurately favorable. Outstanding 
were direct sales to retailers paying premium prices or observing range limits 
beyond which their prices did not depart. Thus,disparity in returns to indi- 
vidual farmers might be claimed but not an inordinately low level for all. 

This conclusion is substantiated by Table 1) which shows the same narrow 
margin between Oakland paying prices and Hayward receipts in 1951. The arith- 
metic averages of matching days indicate a differential of 0.3 cents per pound 
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TABLE 13 


Prices of First-Quality Fryers: 
Hayward Farms and Oakland Processors, Selected Months, 1950 
(Cents Per Pound) 


January 
Date Hayward Oaklano 
1 28.0 = 
2 —- 24.0 
3 26.9 — 
4 26.0 2h.0 
H 5 ee 26.0 
6 28.0 2.0 
7 28.0 -- 
8 28.7 -- 
10 L. 2iee 2h.0 
Ble i! 23.0 
12 25.0 23.5 
13 26.9 — 
iy 25.0 -- 
15 -- -- 
16 220k 25.0 
a7 21.4 23.0 
18 25.0 230 
19 28.0 2h.0 
20 m -- 
en -~ -- 
22 ae — 
23 2.2 2.0 
2h 22.49 2465 
25 23.6 26.0 
26 26.1 26.0 
zy —_ 26.0 
28 27.0 nt 
29 —~ — 
30 25.0 270 
31 26.6 26.0 
Arith 
averag 
of | 
matching 
days (15) 2h.2 2.5 





(16) 3926 


September 
' Oakland Hayward Oakland 
39.25 31.0 -- 
41.0 -- a 
iO. | 34.75 
1.0 ! ee 31.0 
cd | i ead 3305 
39.25 32.0 35.0 
id 33.0 33675 
41.25 35.0 33675 
38.25 | 3h.0 wo 
“iets. |} 3380 -~ 
39675 | 33.0 33075 
0.25 | 33.6 33075 
“=F | 3209 33.75 
~e 3361 3.0 
HOS | 33675 
0.0 3.0 -- 
0.0 ——. get 
42.0 3361 3.5 
40.0 35.0 34.5 
“ie 34.0 330 
a 3320 34.0 
40.0 3.0 34.0 
1.0 34.0 i te! 
4o.0 er — 
ining 3304 31.5 
41.0 33.0 32.0 
-- 32.0 3265 
38.25 32.1 32.0 
38.0 -- 30.0 
36.25 33.1 -- 
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Hayward Farms and Oakland Processors 
(Cents Per Pound 


TABLE 1) 


Prices of First-Quality Fryers: 


oo rr 


; Ma, 
Oakland Hayward Oakland Hayward 


Date | Hayward | Oakland | Hayward | 


28.2 
28.0 
29.2 
11 29.0 
12 30.1 
13 28.3 
1h 30.0 
15 30.0 
16 31.4 
17 32.4 
18 32.0 
19 te 
20 31.2 
21 = 
22 32,0 
23 32.8 
2h 3209 
25 33.25 
26 aw 
27 33h 
28 a 
29 oe 
30 33.8 
31 3340 
Arith. 
average 
of { 


matching 
days (19) 30.7 


agit 31.7 
2ne5 29.0 
27.0 31.0 
28.0 te 
27.0 _ 
27.0 30,0 

ek 30.0 
28.5 30.0 

sue 30.6 
29.0 30.5 
29.0 30.3 
30.75 31.0 
32.0 30.0 

ed 30.5 
31.5 30.0 
31.5 30.6 
32.25 30.7 
32.5 — 
33.0 31.0 

-~ 30.3 

— 30.4 
33.0 30,0 
34.25 30.2 
3h.5 30.7 
34.0 31.0 
3.0 30.0 

bertnacad 29.0 
3.0 29.0 
3.0 30.3 
33.0 300). 

i 
31.0 (22) 30.3 


31.5 
3125 
32.0 
30.5 
30.5 
30,0 
30,0 
30.5 
29675 
30.5 
30.5 
31.0 
32.5 
29675 
29.75 
31.25 
31.5 
31.5 
31.5 
31.0 
30.0 
31.25 
30,0 
31.0 
30.33 


30.7 


5h. 


Selected Months, 1951 


September 


3402 
3heh 
33.8 
33.0 
3he7 
33,0 
3he3 


(20) 33.6 


|_ Oakland _| 
3420 


3h.5 
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in January, 0.4 in May, and 0.3 in September. These differences are strikingly 
consistent. That they should vary so little over three evenly spaced months 
offers strong evidence for presuming that the remainder of the year would dis- 
play the same relationship. 


Factors Influencing Prices 


The factors affecting fryer prices fall into two distinct categorics: 
those influencing the market as a whole and those governing the terms of parti- 
cular transactions. 

General Market Influences.--The part played by fluctuations in supply in 
response to past profit ratios has already been emphasized. .Since commercial 
meat birds are now raised on an all the year-round basis, the major seasonal 
influences derive from the degree of substitutability of fryers with other 
products which have significant seasonal patterns of their own. Roasters, for 
example, benefit by the popular interest in large family birds for Thanksgiving 
and Christmas, whereas smaller birds face an especially difficult market during 
the whole winter turkey season. Leghorn broilers, turned out as a by-product 
of the egg industry, compete with light fryers during the spring in California 
and depress their selling price bclow that of the heavier birds. 

Sales of hens may affect the prices of fryers in some markets. The rate 
of culling is itself governed by the price of eggs. On December 26, 1951, 
Leghorn hens were said to be in larger supply following the 10 cents per dozen 
decline in the price of eggs. Similarly, an unexpected rise during the spring 
to prices 15 cents por dozen higher than the previous year held on ranches 
older layers that would otherwise have been sold as culls. 

Prospective turkey marketings are of great concern to those interested in 
meat chicken prices. The report that turkeys in cold storage in the Pacific 
states on June 1, 1951, totaled 9.9 million pounds as compared with 26.9 mil- 
lion pounds a year ago, gave support to the chicken market. At Thanksgiving, 
chicken prices were higher than was expected. Turkeys were comparatively 
highly priced, and receipts of live chickens were very light. Suppliers had 
anticipated a diversion of demand and cut down hatchery purchases accordingly. 

Other factors raising chicken prices in the San Francisco market include 
the Chinese New Year celebrations in mid-February and an inelastic demand in 
late April from resort areas opening up for the summer season. 

From June, 1950, heavy absorptions by government purchase reflected the 


channeling of supplies to troops in Korea. 
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Detailed attention has been given to these day-to-day seasonal factors in 
pricemaking as illustrative of the extreme complexity of the marketing prob- 
lem, A succession of factors, some recurrent, some sporadic in effect, make 
their particular contributions toward determining the conditions on which supply 
meets demand. Within the trade itself, individual inventory and credit positions, 
private interpretations of price changes, and inside information on processors! 
supplies in the Central Valley, in Arkansas, and in Nebraska constitute an 
additional stratum of price influences on top of those presented for general 
consideration in the Market News reports. 

Individual Farm Prices.--Considerable disparity in the prices obtained by 
individual farmers is evident when they are related to the published wholesale 
range in San Francisco. The employment of this approach permits a comparative 
analysis over all the poultrymen cooperating in the survey. In Table 15, each 
has been assigned to the price category most appropriate to his returns for the 
year. Fryer raisers marketing, say 30,000 birds, the average for the area, stood 


to gain or lose $1,000 with each cent difference in price. 


TABLE 15 


Analysis of Enterprises by Price Basis for Fryers: Hayward, 1951 


Contractual High 
premium SF 
Number of 


operators 


Percentage of 
group sales 


Average number of 
birds sold per year} 32,000.0 


Percentage of 
producers selling 
special breeds 





The number of operators marketing on each price basis stands out clearly, 
together with the respective proportion of the total group output. Twenty 
poultrymen received the lower range at San Francisco or better. Their share of 
total marketings amounted to 61 per cent. Flock sizes were largest amongst 
those who received 1 cent below "low San Francisco." But smaller raisers might 


receive less. 
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The breed raised was a major price determinant. Contractual premiums were 
confined to raisers of "pheasant chicken.'' Most of the better-off producers 
among the remainder raised the "Vantress Special." It did not, however, ele- 
vate all of its raisers above the lower price categories since two Vantress 
raisers received "low SF -2" and one "low SF <1." 

Other relationships governing individual farm prices stand out more clearly 
when no longer masked by special breed premiums. Accordingly, "pheasant chicken" 
raisers have been excluded from Table 16, and those marketing "Vantress Specials" 
have been deducted 1 cent per pound.2/ 


TABLE 16 


Relation of Price Basis to Nature of Outlet and 
Interval Between Sales: Hayward Fryer Raisers, 19512/ 















interval between sales 


Month | 2-3 months 





Type of outlet Wee 





Wholesaler | 


Wholesaler- 
retailer 









Retailer 







Huckster 






Average 


a/ Scoring convention: High SF 3 Low SF <2 0 

a Low SF 2 Low SF -3 1 
Low SF =1 1 

b/ The cell average is underlined. 


af For Vantress fryers delivered to the plant, leading San Francisco proc- 
essors were prepared to pay at least 1 cent per pound over the top price for 
standard birds. 
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Each has then been entered in the cell appropriate to his rate of sale 
and normal first outlet, with a number indicating the price basis for 1951. 
With this technique, both the number of operators in each cross classification 
can be observed and the average price. 

Without the help of special breed premiums, the general level of fryer 
prices in Hayward would be 1/8 of a cent above "low SF -1." Nearly 80 per cent 
of the individual marketing units would fall in this category or better, and 2 
would rate "low SF -3." One of these latter sold weekly to a wholesaler- 
retailer, the other at two to three monthly intervals directly to wholesale 
processors without any contract. 

Apparently, differences in timing of sales up to intervals of three weeks 
or a month have little market significance. Other things being equal, however, 
sales at two to three months intervals received exactly 1 cent per pound less. 
A very important conclusion emerges here. Batch operators facing the con- 
temporary poultry market structure in the East Bay can expect to receive 1 cent 
per pound less than continuous operators. They have, in consequence, a measure 
of the saving in production cost and personal convenience necessary to cover 
the differential disadvantage ensuing from the practical difficulties of mar- 
keting such lots. 

A comparable differential may also be correlated with the employment of 
retailer outlets. For Hayward birds, retailers paid a clear cent per pound 
more than either wholesalers or the wholesaler-retailers. Collection from the 
farm was presupposed in every case. Excluding payments for special breeds, 
producers selling direct to retailers averaged 1/l cent under "low SF." 

Theoretically, the lowest prices might have been expected in transactions 
with hucksters. However, in Hayward the one maintaining regular dealings with 
experienced producers placed birds in high-priced outlets, so that the price 
to the farmer was competititve with that obtainable in other quarters. 

In Table 17, market outlets have been segregated by average weekly pur- 
chase of live birds. Cross classification with produce rate of sale has been 
maintained. The distribution of units diagonally across the table is evidence 
that size of business was a key constituent in the relation between market 
outlet and producer price level. 

The market outlet "effect" is clear. Small buyers paid 1 cent per pound 
more than medium-sized and 13 cents more than the larger firms. None of the 
batch operators were able to trade with the smaller buyers. Insofar as they 
were able to locate satisfactory medium-sized outlets, they were better eff by 
1/2 a cent per pound than if they sold only to the largest. 
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TABLE 17 


Relation of Price Basis to Size of Outlet and 
Interval Between Sales: Hayward Fryer Raisers, 19512/ 


Interval between sales 


Size of outlet Week Mont. -3 months Average 
1 o 2 | 
1 20 | 
c 
S 1,68 2 i? 1.62 
2 
Ly 1 
10 fe) 
Medium -1.0 I 0.8 0.5 0.56 
1 
1 
Large -1 0.0 0.0 





Average 1.25 1.25 0.25 1.08 


a/ Scoring convention: High SF 3 Low SF -2 0 
Low SF 2 Low SF -3 -1 
Low SF -1 1 
b/ Size classification by weekly purchases of live birds: 
Large: 10,000 or more 
Medium: 2,000 to 10,000 
Small: up to 2,000 


c/ The cell average is underlined. 


Qualitative Deductions.--In the absence of mutually acceptable grading 
specifications, most transactions were concluded on a flock-run basis. An 
area of marketing where objective analysis is most difficult is that com- 
prehending price deductions for inferior quality and disease. The survey 
indicated that deductions for quality defects were characteristic of certain 
buyers. 

Ten fryer raisers reported that their buyer took everything "that could 
stand on its feet." Defective birds were included in the over-all weight for 


purchase on a flat-rate basis. Producers marketing on this basis fell into 
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two categories: those raising superior-quality birds by reason of breed type 
and management and those accepting a lower base price for the whole flock. 
The corollary did not always hold good, however, since one producer selling at 
"low SF -2" still incurred deductions .n 20: per cent of the flock. 

Approximately 1/3 of the Hayward group marketed with the understanding 
that only inedible birds would be rejected. Some graded out such birds them- 
selves in order to maintain a quality reputation and sold them to dealers in 
lower class produce. Others reported that buyers rejected 1-2 per cent of the 
flock and either left such birds on the ranch for destruction or removed them 
without payment. 

The remaining 1/3 complained of downgrading and severe deductions on 
birds classed as second quality. The proportion so categorized ranged from 
5 to 20 per cent of the whole flock. The price deduction on such birds 
amounted to 10 or 15 cents per pound. Especially provocative of producer re- 
sentment were deductions of this magnitude on birds with breast blisters. If 
sound otherwise, such produce sold on the cut-up market at standard retail 
prices. Some flocks had suffered from disease in 1951. Nevertheless, it is 
significant that in every case of severe downgrading the buyers concerned were 
local wholesaler-retailers. During the survey year the immediate occasion of 
each change of buyer lay in "excessive downgrading by a local wholesaler- 
retailer. None of the retailer buyers appeared to exact penalties for quality 
variation. 

In the absence of grade specification and prearranged price differentials, 
even written contracts offered less protection than a buyer's own reputation 
for "good will" and fair dealing. Delivery of some 20,000 birds by one of 
the largest batch producers brought him an average return of 25 cents per pound 


when the specified price for first-quality birds was at least 31 cents. 1/ 


seem 


1/ The lowest base price was 28 cents. A premium of 3 cents per pound was 
payable. Transportation charges would not exceed 2 cents per pound. 
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VI.. MARKET INFORMATION 


Sources 


Of prime importance in the structure of the market and its price- 
determining machinery is the provision of price, volume, and trend informa- 
tion. In the Bay area there is no central market place or poultry exchange 
where such material may be obtained by personal inauiry and discussion. ‘he 
main task has been assumed by specialized government agencies. Pertinent 
market information is furnished on both a local and national basis. The 
industry has at its disposal the country-wide Poultry and Egg Situation 
published eight times per year by the Bureau of Agricultural Economics, 
annual production reports by the state and some counties, and the Federal- 
State Market News Service price and shipment reports from the major centers 
of exchange. These publications are available, free, to all persons who have 
their names placed on the mailing list. 

The purpose of this section of the study is to examine the material pro- 
vided for the facilitation of fair market dealings and report on the degree 
to which it has been able to help those concerned in overcoming the obstacles 


they have faced, 


Evaluation 


Situation Reports.--Poultry and Egg Situation reports are designed to 


assist entrepreneurs in making production and marketing plans for the future, 
The publication acts as an over-all statistical source and outlook prognosti- 
catore 

Hatchery Reports.--Hatchery reports are of direct value to all concerned 
in the poultry market as the best indication of the expected volume of sales 
at specific future dates. The inclusion of California among the areas from 
which hatching egg placement data are published nationally will be of even more 
direct benefit. Reported settings of hatching eggs will provide an advance 
guide to prospective fryer sales. Greater accuracy may be obtained with com- 
pilation from a larger number of hatcheries, 

Movement Reports.--The movement data furnished by the Market News Service 
monthly from major cities have little value as absolute figures. Birds pur- 
chased by smaller concerns are not reported--likewise, many shipped directly 


from country points to retail markets. No distinction is made between supplies 
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for local consumption and those purchased by the government for shipment over- 
seas. Published cold storage data merit the same criticism. : 
Price Reports.--The daily reports of wholesale prices occupy a critical 
position in communication between markets since so many transactions depend 
upon them as a base. Table 18 indicates the coverage given to chickens in 


the San Francisco publication. 


TABLE 18 
Market News Service Chicken Pricé Report, San Francisco 
Monday, July 2, 1951 
(Cents per Pound) 


Live, No. 1 quality killed, Grade A 
f.oeb. paying prices! prices to retailers 


an Los ~~ pan Os 
Live weight Francisco | Angeles! Francisco | Angeles 
Chickens: 


Broilers 1-3/h to 2-1/4 pounds 


Fryers 2-1/2 to 3 pounds 
Fryers 3 to 4 pounds 
Roasters 4-1/2 pounds and over 
Hens, light type|Under 4 pounds 

Hens, light type! pounds and over 
Hens, heavy All weights 

Old roosters All weights 





A vital requirement, if the report is to assist traders in determining 
the price of particular classes, is that the categories indicated should be 
closely identified with those employed most frequently in contemporary dealings. 

The term, broiler, is limited specifically in California to the young 
Leghorn male and is thus quite precise. The issue here is whether these birds 
comprise a sufficiently important part of the poultry meat market to warrant 
a place in the report. 

The preoccupation of the local fryer industry with meat and body conforma- 
tion rather than weight alone has raised the question of whether a price should 
be reported for the Vantress Special fryer cross. In the report No. 1 quality 
is interpreted as referring to standard breeds. Nevertheless, presentation as 
a range implies that the higher price refers to the best birds. Recognition 
of the higher value of the Vantress birds in San Francisco is thus obscured. 

The two categories of fryers presently employed are distinguished on 
weight basis. In practice, there is no clear line, and the smaller birds 
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only depart in price from the larger in sympathy with substantial changes in 
the supply of broilers. 

A new minimum live weight of h-1/) pounds for the roaster class aroused 
some complaint among producers who fed fryers for sale at roaster prices. The 
purpose of the move lay in insuring that birds offered under this heading 
should be eligible for purchase by the United States Army. Since the latter 
insisted upon a minimum eviscerated carcass weight of 3-1/2 pounds, pressure 
for a h-1/h pounds of live weight minimum was a wise safeguard. Young birds 
of this size lose up to six ounces in weight by dressing and evisceration. 

Prices of eviscerated and cut-up chicken are not reported. Yet, many 
larger processors, the Washington Cooperative in the Northwest, leading pack- 
ers in the Central Valley, and the frozen poultry firms of the Midwest ship 
birds mainly in that form. The price of birds originating in such a large 
segment of the market is bound to exercise a determining influence on that of 
others entering the same market. It should, therefore, be available for 
reference together with comments on the significant trends. The information 
would be useful to retailers and suppliers of local chicken in guiding and 
stimulating competition whether they sold birds ready to cook or not. 

Grade Reference.-~The Market News prices for No. 1 quality birds purport 
to refer to federal Grades AA and A. Grades B and C would be No. 2 quality. 
In most transactions such distinctions are academic. These grades are not 
part of everyday parlance in the trade, and parties to a deal would not be 
familiar with precise grade descriptions applicable to the various classes 
of birds they handled. Central market price reporting has assisted in 
determining base prices for good average flocks. In the absence of accepted 
grade specifications, however, and accepted differentials for departure there- 
from, the very fact of limiting the range of bargaining has concentrated its 
full weight on this segment of vagueness. 

Where buyer and seller are equally matched in information and personal 
determination, the proportion of birds downgraded and the magnitude of the 
deduction incurred depend on the strength of the market. If supplies are 
plentiful and the first-quality price is hovering on the brink of a fall, 
then the buyer's hand is strengthened and grade distinctions can be applied 
with extreme rigor. Where supplies of the particular type of bird sought are 
known to be inadequate to meet demand at current prices, then the situation is 
reversed. The buyer knows the seller can hold the birds for a general rise. 
The whole flock may change hands at current prices without any mention of 


off-grade birds. 
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These are the extreme cases where each party to the deal has pushed his 
advantage to the limit. Between them, the situation remains indeterminate, 
dependent on the circumstances of the individual transaction. Indications of 
disease in the flock weaken a producer's hand and so would the imminent arrival 
from the hatchery of a fresh lot of chicks to occupy the house accommodating 
the flock up for sale--likewise, pressure to meet the cost of feed supplies 
delivered on credit. Inability to meet his regular commitments or an oppor= 
tunity to accept a promising new account would send a poultry buyer out to 
prospective suppliers in search of suitable produce. In such circumstances, 
he would be unwilling to lose a lot by too careful attention to selective 
grading. 

Concentration on preferred crosses and the relatively stable market 
demand both worked in favor of Hayward raisers in 1951. Regular producers of 
good-quality birds had been able, in the main, to shift away from market 
outlets exploiting grade discrimination as a regular practice. Nevertheless, 
few fryer raisers harbored any illusions as to the continuance of this posi- 
tion should producer bargaining power turn down again in the future. 

Delay in Distribution.--The problem of delay in the receipt of informa- 
tion by outlying producers has been very largely overcome by broadcast over 
the radio at noon on the day the prices are collected. The tendency in the 
trade to restock on Monday morning has poultrymen at a disadvantage, however, 
since they have only Friday's prices as a guide. The professional buyer 
generally acquaints himself with the current market feeling either by tele- 
phone or by personal contact. In the Hayward area, most regular buyers made 
good actual changes in the price reported after a deal had been completed on 
a particular day. Nevertheless, for equality in bargaining, producers still 
feel a need for up-to-the-minute information on market trends and pressures. 
The Market News Service recognizes this need and endeavors to meet it with 
comments on the market situation for each commodity. Complaints of inadequacy 
imply that either its value has not been appreciated or that the phraseology 
employed has not made an effective impression. The main difficulty seems to 
lie in interpretation. Such indications of market trend originate with the 
poultry processor. His opinions reflect the rate of movement of birds through 
wholesale channels rather than the trend in producer prices. A combination of 
such opinions and others contributed by hucksters maintaining contacts in city 
and country might afford an interpretation better directed to producer marketing 


requirements. It would be subjective, nevertheless, in the relative weight 
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attached to different sources. The issue lies between leaving individuals to 
draw their own conclusions from objective price data and comments of indirect 
relevance, on the one hand, and proferring detailed guidance that, by its very 
publication to all the parties involved, might change the conditions on which 
it was based. 

Reporting Difficulties.--Access to the real price is not easy even on 
the day the report is issued. ‘The situation in San Francisco proper is 
superior to that prevailing at Los Angeles where only a small percentage of 
the total volume of transactions ever comes within the purview of the report- 
ing service, but problems noted therel/ occur in the Bay area with but slight 
differences in form. The Bay cities constitute one large deficit consumption 
area. Here, too, the prices published refer only to purchases at the plant 
by large wholesalers and give no information as to the terms on which processor- 
retailers buy though of vital concern to poultrymen dealing with such outlets, 
Furthermore, contractual agreements on a specified margin from the price 
published in the report do not indicate the going price of the day. Firms 
are aware of changes in the forward position of the various parties making 
up the market but may not conclude any transactions with sufficient independence 
to crystallize it pricewise, 

The greater concentration of the San Francisco wholesale market presents 
its own difficulties. The Market News report has long depended on the daily 
cooperation of three or four firms, a situation which calls for rare tact and 
perseverance on the part of the reporter. In practice, he can be as much 
embarrassed by a politic waiting for his own conclusion, followed by immediate 
acceptance of it as the price for the day, as by misquotatiosintended to de- 
ceive rival buyers. The first leaves him in the invidious position of having 
to determine the price he should report. The second suffers from the weakness 
that stated prices have to be discounted according to past experience of trade 
bias. There are manifest disadvantages to both. 

Oligopolistic Influences.--Complaints had often been voiced by traders 
outside this group to the effect that the Market News Service price did not 
reflect the real terms of active business. Significant aspects of the San 
Francisco wholesale market are coincident with those of a pure oligopoly, 
and it is suggested that price policies have developed accordingly. Theo- 


retically, each firm in the market would be handling such a large proportion 
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of the total supply of the commodity considered that its actions had a sig~ 
nificant effect on the position of the others, and this is recognized by the 
firms in question. 

The Market News Service estimates that 90 per cent of the total whole- 
sale trade in chickens in San Francisco passes through the hands of this 
group. If this is true, then survey information would indicate that each ‘of 
the four firms handle between 15 and 25 per cent of the total trade in their 
commodity. Each one knows, therefore, that in such close quarters a change 
in the business policy of one will immediately affect the others. Business 
lost by one will be added to that of others. In such circumstances each firm 
will seek to operate at a level where its marginal cost equals its marginal 
revenue (equals product price in a competitive market). The respective volume 
of each will thus be determined by the slope of the plant and management cost 
curve. The technical capacity of the permanent equipment and the business 
ability of the entrepreneurial staff will be significant variables. 

Where the firms are well established and the managers have personal 
interests in common, a tacit policy of "live and let live" is the customary 
result. Wholesale processing facilities in the Bay area are almost without 
exception in the hands of Italian-American families who have been associated 
in the business for many years. 

The practical reflection of such a market structure is that prices remain 
constant until all are ready to change. If one firm does see an opportunity 
to gain by transacting a deal at terms differing from those observed by its 
rivals, then the details are kept under cover. 

Under conditions of full exploitation, prices may not be lowered to meet 
increasing supplies until stocks acquired at higher levels have been cleared-- 
rather, may firms refrain from purchasing at all. When the price is allowed 
to fall, supplies are taken up at a new low level. Recognition of a trend in 
the opposite direction would be succeeded by a rush to purchase chicken before 
prices were raised in reflection thereof. During this stage, the price would 
not have changed, but dealers would find it impossible to purchase at the 
current level. When it eventually rose, the key processors would hold a sub- 
stantial inventory, Long experience and common understanding of how the 
market works under such an institutionalized price system would probably be 
adequate for mutual profit beyond the standard margin without any need for 
positive association and unified control. In many circumstances, such opera- 
tions would be considered as good business. A government service, however, 


should not be carried on in such a way as to offer these advantages. 
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Although an oligopolistic market structure may exist, it does not neces- 
sarily follow that its effects on trading conditions conform to the theoretical 
potentialities. Evidence supporting the charges implied above comes mainly 
from individual trade sources. A definitive judgment on the validity of such 
evidence could only be forthcoming after a detailed study of the complete 
records of the firms concerned. Since such a direct approach is manifestly 
out of the question, recourse has been made to the indirect technique of 
comparison between the Market News Service series of prices and others com- 
piled in the same market area. 

The publication of prices paid at Petaluma and Stockton for poultry 
sold under the auspices of Poultry Producers of Central California served 
as a valuable supplement to the San Francisco data in providing inland prices 
for comparison.2/ Derived by open bidding in a public auction, the Petaluma 
price series was much more sensitive to immediate changes in supply and demand 
than that furnished by the city wholesale market. Charted together, a 
distinct lag could be discerned between the San Francisco and Petaluma series 
for Leghorn hens. City prices rose and fell a few days later than prices at 
Petaluma. Generally, they moved in the same direction but rarely so far. 
Part of this tendency may reflect an economic situation where, in the short 
run, supply was much more variable than demand. City processors catering to 
a fairly constant and predictable consumption pattern would be slower in 
changing their prices than dealers drawing on supplies which varied markedly 
from sale to sale and which, once thrown onto the market, could not easily 
be withdrawn. Part, however, may be attributable to the method of formulating 
the San Francisco published price. 

It was proposed, therefore, that leading processors on the eastern side 
of the Bay should be invited to furnish their paying prices during specific 
months as a means of checking the Market News Service report. It would then 
be seen how far actual paying prices diverged from the published range for 
comparable birds or times. Since all drew supplies from the same set of 
hucksters and competed with chain retail organizations maintaining the same 
prices on both sides of the Bay, all were regarded in the trade as operating 
within the same price structure. 

The chief result of the investigation lay in the extension of the price 


collection service to include the Oakland processors almost as soon as the 


1/ Publication terminsted in March, 1951, with the cessation of chicken 
purchases and sales under the auspices of the Association. See Abbott and 
Voorhies, An Experiment in Poultry Marketing: The Petaluma Live Poultry Auc- 
tion, pp. 47-52, for analysis of auction pricing, 
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plans for the monthly checks became known to the trade. Broadening the col- 
lection source by three extra firms reduced the likelihood of stickiness and 
virtually eliminated possibilities of collusion. It will be noticed in the 
tables that September, 1951, prices coincided almost exactly with the Market 
News Service report whereas those of previous months did not. This exact 
coincidence can only imply extremely close reference in the San Francisco 
series to prices at the Oakland processors and considerable improvement by 
consequence. 

Processor Paying Prices: San Francisco, Oakland, and Hayward-San 
Leandro.--Tables 19 and 20 summarize the results of the comparative analysis 
of processor prices for fryers in selected months of the years 1950 and 1951. 
They should be studied in conjunction with Figures 8 and 9. Interest lies in 
observing the over-all relation between the two series as well as testing the 
relative sensitivity of the Market News report. 

In January, 1950, fryer prices were exceptionally low for a period of a 
week or more and exhibited considerable variability. The level in Oakland 
over the whole month averaged out at the same as the lower San Francisco 
figure. At the beginning of the month, the major fall was anticipated by some 
days, and chickens were bought as much as 3 cents below "low San Francisco." 
On the fifth, Oakland prices hardened up to the San Francisco level and held 
it through the remainder of the month preceding the general recovery. This 
month demonstrates very clearly the type of stickiness attributed to the San 
Francisco series. 

The Hayward-San Leandro price ran at an average of 1-3/4 cents per pound 
below Oakland and 2 cents below "low San Francisco." No purchases were re- 
corded while prices were on the downward trend. Once the turn was reached, 
purchases were numerous, and prices ranged nearer to the San Francisco level 
than the 2@=cent average differential. 

The May prices suggest that the San Francisco series lagged somewhat 
both in reporting the early upward trend and in the first indications of the 
collapse. Certainly, the Oakland processors quickly ran the price up to 1 
cents per pound and then stopped buying for nearly two weeks. Later, when 
"low San Francisco" still held to 42 cents per pound, birds were coming into 
the East Bay houses at from 39-1 cents per pound, 

In September, Oakland prices led the San Francisco report by 1 or 2 
cents per day in the move up to the plateau which characterized the month 
and then remained 1/2-1 cent lower without much change. Subsequently, they 
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TABLE 19 


Fryer Price Relationships: San Francisco (Market News Service), Oakland and Hayward Processors, 
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Table 19 continued. 


Average 
reliation- 
ships 


a/ Convention: Lt indicates relationship to the lower range of price reported for first-quality, 3- to 
4~pound live fryers at San Francisco processing plants. 
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TABLE 20 


Fryer Price Relationships: San Francisco (Market News Service), Oakland and Hayward Processors, 
Selected Months, 1951 (Cents per Pound) 











January Ma ! September 
Oakland Hayward i Hayward | Oakland Hayward AAEESES | Oakland Hayward | Hayward 
; to San to San j to i to San to San to ; to San to San to 
Da Francisco Francisco; Oakland Francisco | Francisco Oakland ! Francisco; Francisco: Oakland 
i } j { 

ere ine aes bk ~ Bene | | 

2 1 tele ihe Loe? da 1 a af | 

3 ag <3 Tee” hes 7» ae eee 

4 L «ik «2 ile 1/2 i+. afe - 3 ~ 3-1/2 
5 = 2 o: SAL + . age 
6 =i ap | 

7 le 1/2 od ee & ie 2/2 

Se {wm 369 <2 - 2-1/2/ 1  % aah 

9 | ile 1/2 «i - 1-1/2 
10 L -1 | | | I+ 1/2 ~ 21/2 | + 3 It 1/2 -& - 2-1/2 
ll L -1 i= 2 lt 1/2 - 1-3/4 | - 2-1/4 
12 lt 2 -2 - % I+ 1/2 2 - 2-1/2 
13 L+ 3 -2 -5 1-1/2 
14 L le. ife 
15 L+ 2 « 3 - 5 i+ if2 

16 L+ 1 « & «5 It 1/2 |le 1/2 -- 
17 le 1/4 -4 - he1/h | Le 1-1/4 | le 1 - i1fh -1 
18 lt 1/2 - 5-1/2 | - 5-1/2} Le 2-1/2 ie ize -~i - 1-1/2 
19 £ -7 ae mn lt 1/2 -1 - l«1/2 
20 -2 wd 
21 I+ 1-1/4 | -1 - 2-1/4/l+ 1/2 -2 - 2-1/2 
22 I+ 1/2 o & - 4-1/2} I+ 1-1/2 | L - 1-1/2 
23 L+ 1 -1 -2 L+ 1 ~'2 
2h I+ 1-1/2 | L ~ Int Jee abe de Af is 2 ~® 
25 It 1 «1 +e L+ 2 Lt 2 
26 Lt 1 L+ 1 L -1 
27 l+ 1 L+ 2 
28 L+ 2-1/4 | -. Sf i= l+ 1-1/2 
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(Continued on next page.) 
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Table 20 continued. 


Ma. September 

Oakland Hayward | Hayward! Oakland Hayward ; Hayward! Oakland Hayward 
to San to San | to to San to San to to San to San 

Francisco} Francisco} Oakland} Francisco| Francisco} Oakland; Francisco | Francisco 


Average 
relation- 
| ships 


a/ Convention: Lt indicates relationship to the lower range of price reported for first-quality, 3- to 
4-pound live fryers at San Francisco processing plants. 
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were the first to fall. Over the week end of September 23-25, they dropped 
from 3 to 31-1/2 cents--yet, San Francisco continued to report the previous 
week's price on Monday and did not lower the price to 32-33 cents until Friday, 
by which time Oakland was only paying 30 cents. Evidently, a market could not 
be found for birds at the published price since the Oakland processors were 
able to carry through these transactions successfully. 

A much more stable price structure was seen in 1951 than in the previous 
year when production had fluctuated so sharply. Changes were gradual in 
manifesting themselves and gentle in effect. Lags in price reporting are 
most evident when changes are frequent or sharp. However, it is clear from 
Table 20 that San Francisco reported prices fell behind in the general rise, 
January 10-18. Oakland processors were paying 2 cents per pound more to make 
purchases. Similarly, transactions at 31-1/2 cents per pound began to make an 
appearance in Oakland albeit the San Francisco series did not fall from the 
34-35 cent level until the end of the first week in February. It seems quite 
plain from this comparison that those firms reporting to the Market News 
Service held back indications of a price change until it had been recognized 
in the market for sometime. 

This month Hayward prices were substantially below the Oakland and San 
Francisco levels--as much, on occasion, as 5 or 6 cents per pound. Over the 
six months studied, the average differential between Hayward and San Francisco 
processors was 2/3 cent per pound. Between Hayward and Oakland processors, it 
was 1-3/, cents. 

In May, 1951, the mean price reported for San Francisco was less than that 
prevailing in Oakland. Thus, concrete data support the claims of Oakland 
processors that they could not do business at the San Francisco Market News 
prices, a complaint that was much heard during the summer of 1951. 

Tne conclusion from this section of the study must be that the San Frane 
cisco Market News Service prices were not a good representation of the market 
in the Bay area so far as fryers were concerned. For considerable intervals 
of time, they might be too low. On numerous occasions they were delayed three 
to five days in reflecting changes in the feel of the market, be it up or down. 
Short of examining every firm's books for details of the actual transactions 
and checking the quality estimate daily, accurate reporting depends upon the 
use of so many sources that individual biases and misstatements are canceled 


out in the process of averaging from a large number. 
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7h. 
VII, INTEGRATION AND DIFFERENTIATION 


Two broad courses of action lie open to Hayward fryer raisers in attack- 
ing their marketing problems, Over-all marketing of a standard product on a 
regular schedule would enhance their bargaining power as a group, As 
individuals, they may develop and elaborate upon advantages in location or bird 
type which bring premium prices for specific quantities, Analysis of the exist- 
ing marketing pattern and the methods employed by successful competitors leads 
to the conclusion that the first course presupposes some measure of integration, 
For raisers interested in the second course, attention to the theory and 
practices of product differentation is imperatives _ 


Integration 


In analyzing the potentialities of integration in the fryer industry, three 
types may be distinguished: horizontal, vertical, and complementary, A hor- 
izontally integrated concern may be defined as a single profit maximizing entity 
which controls a number of units handling similar commodities at the same stage 
in the production ar marketing process, Vertical integration implies control 
over units performing functions at successive stages in this process, Both 
types may be supplemented by extension of the concern to handle products of a 
complementary nature, Many combinations exhibit all three aspects with varying 
emphasis. 

Horizontal,--The drive towards horizontal integration is commonly 
associated with scale economies in administrative, technical, and marketing 
overheads and defense against the pressure of competition, Bargaining advan- 
tages are obtained as more units of a similar factor are bought and traded, 

The retail grocery chains are founded on such bases, The producer bargaining 
group is a loose form of this category, Combinations of this kind in 
Atascadero and the Antelope Valley have achieved a measure of success in market~ 
ing eggs and poultry, Joint bargaining facilitates the employment of special- 
ized managerial and marketing services, ‘here advertised brands figure 
prominently and marketing expenses constitute an increasing proportion of total 
costs, the pace towards integration quickens, Horizontal integration is a 
feature of the wholesale trade in canned and frozen poultry and has made inroads 
into the fresh market with the ice-packed brands, In these lines,wholesale and 
retail horizontal integrations now bargain with each other, 

Complementary.--Great opportunities for mutual benefit from complementary 
integration lay in the combination of feed, egg,and meat poultry enterprises 
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under the control of such an organization as Poultry Producers of Central 
California, Breadth and scale of operations in the egg business gave it 
special prestige and reputation in the provision trades, It was in a good 
position to make favorable contracts with mass buyers who already teok its 
eggs, On the other hand, the size and impersonal character of its organization 
resulted in higher labor and overhead costs in processing poultry, and only 
promised positive returns when the flow of birds through the plant was up to 
capacity and relatively homogeneous in character, Such efficiencies were not 
easily attainable without the aid of exclusive contracts. Producers remained 
free to sell wherever they wished while the Association's purchasing was 
limited to member supplicrs, 

It was under such circumstances that an auction plan was proposed as a 
means of moving both regular meat birds and culled hens in conjunction, 
Members were to obtain the benefits of competitive bidding by dealers who 
specialized in the handling of warm dressed poultry, At the same time, the 
Association's processing requirements would be reflected as a demand on the 
auction and would prevent selling prices going unreasonably low if supplies 
should exceed outside buyers! normal demand, A system which incorporated into 
the sale process concentration at a convenient center, impartial grading, and 
open competitive bidding by buyers with an established consumer clientele 
would appear to be an advance on the conditions previously prevailing. 

However, the practical disadvantages of double handling led to the con~ 
clusion that large lots of birds originating on a single holding should be 
transferred from the ranch to the killing point by the most direct route, 
Moreover, whereas small mixed lots of hens and broilers sold well at the 
auction since they suited the small retail processors, large consignments of 
uniform quality birds tended to depress their ow market, Returns to fryer 
raisers employing the auction medium were notably unsatisfactory and the 
cooperative was prevailed upon to return to the method of direct purchase, 

Vertical,--Vertical integration permits the elimination of transaction 
expenses and sales efforts between bargaining units on different levels of the 
production-marketing sequence. Some middlemen's profits may be absorbed 
together with their risks, Most important perhaps in view of the increasing 
complexity of modern techniques is the opportunity to adjust operations on 
different levels because all are consciously confronted with the same over-all 
goal, Price changes necessary for the smooth flow of produce at one level may 
be reflected quickly to the others thus avoiding delay and friction between 
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stages, Finally, volume and price may be manipulated at several levels in 
response to competitive pressure, 

Vertical integration is the contemporary solution to many poultry market~ 
ing problems, Most common is an intermediary form whereby component enter- 
prises and stages retain their own profit maximizing identity with varying 
degrees of managerial control, The link between stages may be achieved by 
written agreement, tacit recognition of mutual interest, or sheer economic 
pressure, In most cases,the wholesaler-processor takes over the making of 
certain decisions in production and marketing and adapts the whole production 
system to the pattern likely to afford the highest level of operational 
efficiency at the processing point, Agreements to buy definite quantitics of 
chicken from producers at definite dates are made in advance, These are 
arranged in sequence so that the flow through the plant should proceed without 
interruption, 

Equally important to the wholesaler=processor is his competitive position 
in the retail market, Not merely must birds flow into the plant regularly for 
maximum efficiency, but the movement of birds to the market must be equally 
consistent, Prime requisites for such a flow are uniform quality and ability 
to maintain forward commitments with large retail organizations, Firms processing 
large quantities of a highly perishable commodity cannot wait for personal in- 
spection of their product but must sell on the basis of an advertised brand and 
past experience of their products, Direct constraints are imposed by some 
processors who specify breed types and weight ranges and send out fieldmen to 
check that the flock conforms before slaughter, The farmer, in return for this 
loss of independence, reccives the security of a guaranteed outlet for a spce 
cific volume of birds at a prearranged date and access to credit facilities 
which may be such as to cover the whole cost of production from purchasing the 
chicks to the time of sale, Hatchery and feed supplier generally work in close 
conjunction with the processor-buyer whose payment for the chickens is expected 
to cover their advances, In this way, capital rationing may be eased and 
raisers enabled to operate on the scale that-will employ fixed factors of labor 
and managerial capacity to maximum advantage, 

In California the mass integrated production of fryers on a credit basis 
springs from the simultaneous operations of three large processing plants in 
the Central Valley at Fresno and Turlock, In 198, the only substantial pur- 
chasers of fryers were one processor (some 34,000 per week) and hucksters of 
which the largest shipped 10,000 live birds per week into San Francisco, 
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In 1951, it was estimated that 225,000 fryers were processed in the 
Valley during an average summer week and 175=200,000 plus 250,000 turkeys per 
week during the fall, Weekly throughputs in the three main plants ranged 
from 30,000-85,000 birds, 

All the firms operate on such a scale as to make prearranged bookings of 
birds a necessary part of their busincss, One, for example, had by January 
booked 348,000 birds for processing during February and accepted flocks for 
most of the available dates in March, 

A firm killing date is necessary before financing is readily available, 
but the integration here is relatively loose, No definite agreement is made 
on price, The packers merely undertake to pay according to farm valucs at the 
time of delivery as determined by subtraction of the packers! margin from whole- 
sale prices in consumer centers, In the carly stages of development, compe- 
tition in building up turnover to plant capacity raised the price level in the 
Valley to the point where hucksters were unable to stay in business, With 
their departure the spread between Valley and San Francisco prices has widened 
again, 

Apparently, processors are not satisfied with this degree of integration, 
The ultimate in integrated production and marketing has. been approached in a 
new enterprise at Salisbury, Maryland. Processing firm, hatchery, and poultry 
farm work out an intricate schedule whereby the output from 17 houses, each 
holding 3,000 birds, is timed to enter the packing plant in accordance with 
its daily capacity,. Detailed allowance is made for holidays and anticipated 
changes in retail demand, On the other hand, interdependence is such that 
disease or delayed growth can disorganize both processing and marketing de- 
partments and has occasioned purchases of live birds on a difficult market 
outside, 

Other forms include profit sharing and cooperative producer control, 

Mr, Craig Wilson of Antelope Valley owns hatchery, feed mill, and processing 
plant, Birds, feed, technical advice, and veterinary service are furnished to 
growers on contract, Their contribution is confined to housing, labor, and 
managerial skill, Costs and receipts are booked at prevailing market prices, 
Growers receive 75 per cent of the net profit subject to some variation in 
accordance with efficiency in feed conversion, Additional birds are raised 
by Wilson himself in accordance with expected market requirements. 

Great possibilities of avoiding exaggerated fluctuations in supplies and 
prices as a result of a close adjustment of marketings to demand were en- 
visaged by the founders of the Petaluma meat bird cooperative, It was designed 
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carefully to match the technical needs of the meat bird business, A guaran- 
teed price was a part of its program in conjunction with quantity regulation 
at the selling end by means of cold storage and at the supply end by con- 
trolled acceptances of members! produce, They were allotted quotas based on 
reported purchases at the hatchery, Apart from problems of administration, 
quality maintenance in stored birds, and discriminatory competition, the 
cooperative found its members unwilling to give the loyal support it needed for 
success, In conception,this scheme went to the heart of the poultry marketing 
problem, Its weakness lay in execution, 

Up. to 1947 the Washington Farmers Cooperative Association poultry depart- 
ment had much the same unsatisfactory financial history as that of Poultry 
Producers of Central California, Thereupon it adopted a new integrated program 
bound together more securely than most of those sponsored by private enterprises, 
The program may be outlined as follows:1/ 

1. The sales department estimates the number of fryers which can be 

sold to advantage during each week of a production year, 


2. Fryer growers who have signed marketing agreements are contacted and 
given bookings for definite numbers of birds of the required size to 
cover the sales estimate in each week of the production year, 


3. Feed and supplies may be furnished by the Cooperative on credit 
subject to approval of the member concerned and his furnishing adequate 
security in the flock,. Monthly interest charges together with the 
principal would be deducted from the amount placed to the member's 
account on receipt of the birds at the processing plant, 


he. Prior to marketing, each flock is checked by Farm Market Servicemen in 
order to determine whether the farmer will deliver the anount of his 
booking and to determine whether the size will be right. Sometimes, 
last-minute shiftings of bookings are made in order to get the right 
size of bird, 


5.. Bookings are given to producers on a priority system which takes into 
consideration the length of time the producer has been marketing on 
the program, whether he produces fryers continually throughout the 
year, and similar factors, 


-— = «= oe Oe lle lee ee 


V/ For information’on the detailed procedures of the Washington Farmers 
Cooperative Association, the author is especially indebted to Mr, M, Miller, 
Director of Research, : 
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6, When the fryers are received at the plant, they are processed and 
packed in cartons, cut up, ready for the frying pan. Fryers are 
sold fresh. Only those in surplus for a given week are frozen, 


7 The year is split into three pools, The first pool starts 
January 1 and extends to the middle of May, the second pool starts 
the middle of May and terminates the tenth of September, and the 
third pool takes in the remaining months of the year, 


8, The returns are based on the total receipts of all the birds de- 
livered within the given pool, There are two payments made, ‘The 
advance represents an amount that is sure to be below the price 
which will eventually be received for the birds, ‘The final pay- 
ment represents the difference between the first payment and the 
actual average price received, 

Some of these features derive essentially from the cooperative principles 
on which the enterprise is founded, Others reflect the business requirements 
of successful operation in a competitive environment, The scheme is founded 
upon a marketing agreement signed by each member supplier, ‘With control over 
its supply flow and close supervision to insure even quality, the Cooperative 
has been able to develop sound market outlets on very satisfactory terms, 2/ 
Without committing themselves pricewise, some of the largest chain stores in- 
form the Cooperative of their requirements six months ahead of delivery time, 
Comparable plans for eggs and turkey fryers are now in preparation, 

Cooperative idealists have commented unfavorably on the Washington policy 
of accepting bookings on a priority basis and thus depriving some members of 
an outlet for their produce through their own cooperative, An insidious 
possibility is that of a group within the Cooperative employing its voting 
power to restrict the volume marketed for the purpose of raising price 
levels to the consumer, Wherever an integrated concern of this type attains 
such stature within a region as to supply over half of the market, such abuses 
become an immediate threat, Farmers! cooperatives are not necessarily any more 
scrupulous about exploiting a monopolistic position against disorganized con- 


sumers than are private enterprises. 
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1/ The scheme has been very attractive to farmers, If the market price 
were 28 cents, 26 cents would be paid on receipt of the birds, Including 
the deferred pool payment, returns averaged 32-3/h cents per pound as against 
30 cents in the open market during the fall of 1951. Competition for bookings 
with the Cooperative has resulted and also the necessity of rejecting some 
applications, The killing schedule is now booked up a year in advance, 
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In summary, it would seem that the integration of production and 
marketing offers important advantages in raising the level of efficiency via 
economies of scale, greater uniformity in quality and size of birds, regu- 
larity of flow, stability in pricing, and the minimization of risk, 

At the same time, imminent danger may be foreseen in the direction of the 
trend, The more control is centralized in a few hands, the more difficult will 
it be for consumers and producers to exact their share of the benefits from the 
economies and efficiencies attained thereby, Barriers to new entry will be 
erected as the integration grows more comprehensive, The temptation to raise 
prices by restricting volume of supply rather than by cutting costs will become 
increasingly more powerful, Rigidity in investment location and the weight 
of established organization will be the greater obstacles to speedy reflection 
of changé and diversity in consumer demand, 


Product Differentiation 


An alternative approach in profit maximization is consolidation of demand 
by the incorporation of special attributes in the product, Differentiation may 
be based upon characteristics, such as quality and color, or upon trade names 
and peculiarities of package or container, It may also be based on conditions . 
of sale, In the retail trade these include convenience or prestige of location, 
the character of the establishment,and the reputation of the seller, ~Personal 
contact and responsibility form the mainstay of the producer-retailer, Insofar - 
as these and other intangible factors vary between sellers, the product is differ- 
ent, The product must be marked off in such a way that it has no close substi- 
tutes, Success in engineering such a position brings monopoly over a certain 
segment of the market, The extent to which this monopolistic position can be 
exploited depends ultimately on the nature of the demand, the consumer appeal 
of the particular attributes involved, the relative ease of substitution, and 
the volume of output marketed, 

In. practice, most firms only differentiate their product at some sacrifice 
in cost, Additional expenditure on production or distribution is usually in- 
volved, The entrepreneur must assess the relative advantages of selling a 
standard product and a unique one at higher price and cost, The decision would 
be governed by the relative net increases in price and cost over the new volume 
sold, 

"Caponettes, "--Additional fat and increased tenderness may be induced 
artificially in male chickens, The operation of emasculation has been simulated 





-98 


fed nektauboug to nob srgatnt ong tart nese “Reo ‘st tse ar 
- By eae $6 Lover ott grains 23 eogetnsvbs dasdrormt prstio poubt eobranr 
- dager’ shard td oste brs yihenp at wihureot ik sedscag “gafege: to gs hntosioe 
- (Slab: Ye wobsesinicin oft Gas esittotey mt 8 El idete wort to yhinst 

| | gi To siivoerin odt at asoveret od yam togand drsrcbninrd gamit ome led th 
> RB PORTED orton sat wheat wot A ab bostientnes ef Lownoo udm od? sboew 
eg? deel ectiedied oad i> ovale «todd doeze od arsdnong bre BTSMUBLOD tok ad SL 
"eG Dir ytiies wet oe onctreed .ydousdd benteats eetotaioltts hes vatmosase 
. S8isr of noftste quad sii ,svienodsagios stor euory cuttsdgedat aid ps hatosts 
-Gmtoed ity ateeo paktivo vc medd vortex ylqqua to omfor gait obtteey xd, 2ogkug 
' dngtew cfd bas mokiecol tvombzovnk af Yebkgth  Introwoq atom wgateseront 
‘ geaSsoTide vhoade of eafostedo teksty ef od ff bw sot} s sity berekidss ee to 
sbitansh ‘onyano9 tk yWietevit bas 65 saedo to 





 Brtkind to idedtshtfornds =f soisas imam $Hlorg mi dosoxgge ey deepest fe AA 
Yair Holisitmrsitet <tSsbowy edd ai ‘pedudbntthe Estssqe to Aol Li mvogsoont ods ya 
hema shat coaw to soos brs ‘ah Loop es row. gedlde ined omtndo Hors bsesd od 
| SHORLBAoG Wo benad od ces ee ee vtomisinoe 0. ssgeiong to ob Inatiarsee, bas 
. g@OBas0l %0 ostiseny xo sonsdveynee ober ont” seedé ofeud Liator oft af ‘oise, to 
ber: gl vreLion ont te nottaducton ater “bits doonttebtdntes alt 20 stots ent 
+) astoend tet QI+ 96H ong oft to vedeatest afd srxot wifi ‘kemomas: brs Sosdeoo 
‘mfSTTE® ef toubosd oft cxsiloe neowed year skofost angie tendo hrs ae Ena fe) 
-Labtedve eeots oa sen dt dait yar s dots o& to baftem 6 d festa Souboug at? pie 
: Mistiros & reve whogosos: egnisd nokrtear a ‘dowre Siinsonigde xf eeeooy a enatud 
| 9d net mobiteog oN cifogonom agit dokedy on tistxo. sift sSontam off te “dromgee 
Eseqgs rorwenos odt .basineh odd to exetan ond co ylerambrl y abncgety betiolqxs 
Sue gnobtis ited to exse svitalot edd gbeviowntt aodudistts <wsftsktrsg oft ‘ic 
* abotouren dumpiivo ‘to antsLov odd 
‘ee#Trese once de Soyo thodd of sitseto® ht Yin aati deom ooking re. 
WHE -qifeven ef aotiuciutals co nod) borg no Si. Loroqxe Cenodt ibba ' vtgoo ae 
- §-gittifes lo zogndusvhs ovitafor aft weenes feu Hono sqomins ant wbovioy 
‘blow tidsetseb of?” qd'eos bas ooixg vetigid t8 ome avp lar s bre Joukoxg bysbnats 
SMBLOV wor sdk teve dibo bas sottg af eoesotont ton ovintafer edt vd bertrevey od 
sbfoe 
o 





betnbné od “Wan ‘deoittebaes beenoxont bas nt Enno ib Aah Bods ¢ 


‘Petisinuts «ood- eat notartvosans v6 aokisiego ont * eefislosto ofan nt eietobt tte 











81. 


by a simple technique of injecting into the neck of the bird a pellet contain-~ 
ing diethylstilbestrol, Male characteristics are suppressed, the skin is 
thickened, and the bird looks more attractive when dressed, In the Los Angeles 
market,"Caponette" prices are reported separately, During the years 1950 and 
1951, they earned premiums of 2.75-3,.0 cents per pound over the standard bird, 

Special Crosses.--Among the most effective bases for product differentiation 
are those involving some feature which cannot easily be copied, In the poultry 
industry a natural field lies in the development of some new breed or strain, 
Among poultry raisers, certainly the most widespread interest, publicity, and 
solid economic gains in recent years have been associated with the new fryer 
crosses, the Vantress Special, and the Norwester, They have been the small 
local producers' main protection against a squeeze between high costs of feed 
and price pressure from mass production raisers in other parts of the country. 

Producers able to offer the Vantress "Chicken of Tomorrow" in regular 
supply have had little difficulty in finding a favorable market outlet and earned 
premiums of 1 to 2 cents per pound at wholesale, The Norwester scheme combines 
the advantages of both differentiation and integration, 

The name "Pheasant Chicken,'' and the implied cross,is unique to the industry 
and consumers, Its appeal as a luxury dish has high advertisement potentialities 
with restaurants, hotels, and housewives, Moreover, its sponsor has been able to 
keep its distribution under close control, The breeding process has remained a 
secret. Dependence on the original source for breeder males, hatchery and 
distribution franchises, and packaging material has facilitated restriction of 
supplies to 10 per cent of the commercial fryer output in any one locality. 


Significance for Hayward Raisersl/ 


The great expansion in the production of young meat chicken since the 
inflationary upsurge of 1950 has taken place predominantly within the integrated 
groups, Their rate of increase in output has been such as to have an extremely 
serious effect on producers and processors remaining outside, Under such com- 
petitive pressure, these latter will be compelled to reconsider their position, 
They face the alternatives of falling into line with comparable integrated 
arrangements or adopting other marketing production devices affording some ade- 
quate compensatory advantage. 


i/ Sonoma Poultry Growers have experienced comparable difficulties from much 
the same type of production base. 
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Group Marketing,--The peassibilities of organizing a bargaining group to 
sell the whole output of the Hayward group or of opening a processing plant to 
handle it directly have been mooted in some quarters, The analyses developed 
in earlier sections of the work were directed, in part, to the consideration 
of such proposals, 

Attention is directed towards the circumstances surrounding the failure 
of earlier attempts to operate cooperative plants, Crucial issues include the 
practicability of so handling all or part of the sales by the producer group, 
the handicaps such organizations would encounter in marketing from the exist- 
ing structure of production, the degree of production planning and readjust- 
ment necessary to facilitate organized marketing, and the probable reaction of 
various segments of the producer group to the institution of such measures, 

Any such organization would have to face the fact that reliable and 
remunerative market outlets, be they retail stores or a wholesaler-processor, 
expect regular supplies of consistent quality, Figure lh, made it clear that 
batch operators could only be incorporated into a cooperative marketing plan 
if their sales succeeded each other at regular intervals, In this district 
there were not enough producing on the appropriate scale. Bi ther existing 
batch operators must be excluded, or others be induced to join them in a cone 
certed plan to market-~e.g., 20,000 fryers every week, Each would have his cone 
tribution ready at the allotted time, In theory, this might not seem too 
difficult, In practice, even organizations owning the plants and paying the 
salaries of all concerned have been unable to run such schemes to their continued 
satisfaction, Cooperative experience in this field has indicated that powers of 
compulsion over supplier members would be indispensable, 

Analysis of the prices received by fourteen fryer raisers in the Hayward 
area indicated an average level 0.3-0.5 cents per pound below that maintained 
by Oakland wholesale=processors over a comparable period of time. Supposing 
such an increase in price could be obtained for the total annual production of 
the group,it would amount to some $3,000, Once a new enterprise is running 
smoothly, savings from the trade processing margin might also be available for 
distribution, Against this must be balanced the burden of finding the initial 
plant and working capital, and the risk that competition with existing process- 
ors might restrict sales development and cut working margins by at least as much 
as the potential gain in prices, 

A cooperative processing and marketing organization would have to sell to 
much the same retail trade structure as the present Oakland wholesalers, Unless 
it were able to operate on a much more economical scale and return cost savings 
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to its patrons in the form of dividends, it is difficult to see how it could 
effect much of an improvement in over-all returns, The question arises as to 
whether the whole group would be prepared to submerge private individual 
interests in joining it on such terms, Those whose present marketing outlets 
are unsatisfactory would relish the opportunity, On the other hand, many of 
the soundest Hayward producers are already armed with written contracts and 
long-standing tacit agreements which afford them an excellent relative position 
under existing conditions, 

Segmental Adaptation,--The real diversity of production character in the 
Hayward area precludes meaningful consideration of the group as a homogeneous 
unit, It would appear that the most profitable approach is one of consideration 
segment by segment, Locationwise, the proximity of a large consumer population 
implies that so long as profitable economic opportunities exist for producer 
retailers and suppliers of processor-retailers they should be taken up by 
members of the Hayward group. ‘They may be consolidated by close attention to 
market timing and the character of the product. 

Presumably, the Vantress fryer will eventually become so plentiful as to 
be regarded as the standard commodity in the trade. For the time being,it 
offers a premium price and access to favorable outlets. 

Norwesters are slower to mature than the Vantress fryers and cost more to 
produce, Their colored pin feathers handicap the processor, and search for a 
dominantly white type is now in progress. Nevertheless, keen consumer demand 
and the restriction on supply have held the retail price 10 cents per pound 
above the level of other cut-up chicken, They have paid the farmer a premium 
of 3 cents per pound live weight above other first-class birds, The California 
hatchery license is held in Hayward and, so far as the immediate future is con= 
cerned, the opportunity for further exploitation of this field seems favorable, 

Sale of caponetted birds may facilitate favorable marketing, the more 
especially since the large packers are chary of handling such produce for fear 
of careless implantation. 2/ In the San Francisco area, however, buyers have 


never recognized additional value with a consistent price premium. 


1/ See J, H, Collins, Division of Veterinary Medicine, United States Food 
and Drug Administration, Washington, De C, "Use and Abuse of Diethylstilbestrol 
Pellets in Poultry." American Egg and Poultry Review, September, 1951, ped8e 
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The wealmess of the large independent producer's position is that, 
whereas it is not difficult to raise a large lot of 20,000 birds under 
the liberal financial aid available, only a limited number of processing 
plants are geared to handle such a lot at one time, Thus, the producticn 
unit is expanded beyond the capacity of the numerous local buyers, A 
measure of independence may have to be foregone in the interest of success- 
ful marketing, Here lies a fertile field for an interproducer organization 
carrying powers of bargaining and production control, Volume, character, and 
timing of sales by all batch raisers within a single market should be coordi- 
nated in consultation with one or more wholesaler-processors of such caliber 
as to absorb their sequence of supplies into the normal flow of business, 
The most convenient outlet would be one of the San Francisco wholesalers with 
established retail outlets, Existing competition from the Valley processors 
operating on such a basis already may provide a favorable en ironment in 
bargaining for the desired ends. 

Heads of agreement would cover type of bird, size of lot,and advance 
date of sale, Specification of grade requirements on delivery would be de- 
sirable, Alternatively, the basis of price deduction for quality defects 
should be recognized by both parties, Where large lots are moved into the 
market through wholesale channels, exact advance price guarantees may not be 
feasible, Excessive strain on cither party may only result in their break- 
ing the contract, 

While theoretically it is always possible to open a cooperative processe 
ing plant either by employing Poultry Producers of Central Californiats exe 
isting facilities or by setting up an entirely new organization, the market 
environment in the Bay area may be judged more favorable to a bargaining 
group, Whereas the former would compete for retailer contacts with Local 
and Valley wholesaler-processors the latter would benefit from the compe- 
tition between the two, The same organizational base as that of the 
Washington Cooperative's poultry department might be adopted yet not give 
comparable results, The latter was established before the recent expansion 
and grew with it, The Valley packers were borne on a similar tide of 
success, ‘The prospects of continucd growth at the same rate are much less 


attractives 
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VIII. CONCLUSIONS 


The processing industry in the East Bay cities contrasts with that of 
San Francisco and the Central Valley in being divided among a large number of 
small dispersed units in different stages of development. Pricing is competi- 
tive, but the installation of modern automatic equipment has been delayed 
because of low individual throughputs. Most birds are sold as dressed leav- 
ing evisceration as a retail consumer service. Medium-sized wholesaler- 
retailers are characteristic. The combination of processing and retailing 
functions facilitates the disposal of various types and grades of chicken 
but has not sufficed to maintain their position against a definite loss of 
producer good will through hard bargaining over a long period. 

One-quarter of the chicken processed in the East Bay area were handled 
by retailer-processors with a regular clientele for a certain weight and 
quality. The retailer-processor seeks convenient local sources of supply 
enabling him to avoid wholesalers! margins yet to meet retail obligations 
with a minimum of waste and delay. 

Dressed and eviscerated birds shipped in ice from the Central Valley 
provided the most serious competition for local suppliers. Convenience of 
form, superior merchandizing, and consistent volume and quality furnished 
sound bases for a remarkable expansion of sales through the chain grocers. 
The best potential weapon in counterattack would appear to lie in sympathetic 
response to variations in the nature and timing of consumer demand. 

Frozen packaged chicken move through specialized frozen food distributors 
to grocers with suitable storage and display equipment. Excluding certain 
specialized lines, they have not made the inroads into the market that were 
once expected. 

A relatively stable demand conflicts with the marketing of large lots 
at irregular intervals. Sales of this order may only be accommodated by 
wholesalers able to purchase a succession of such flocks for redistribution 
to retail buyers in closer accordance with their needs. The practice of 
advance booking enables Central Valley processors to fit large batches into 
an efficient schedule of operations. The East Bay industry, on the other hand, 
is not constructed to accept such lots without disruption of regular trade 
contactSe 

Continuous raisers maximize sales income by dealing with retail buyers 


appreciative of their quality and timing schedules and paying commensurately 
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higher prices. Batch raisers forego premiums in the market for economy and 
convenience in production, 

Under the present pattern of supply, it may be said that fryer prices 
during a given production period are related inversely to the prices governing 
the preceding production period. A large proportion of the total fryer- 
raising capacity reacts uniformly to current price stimuli. Many operators 
become so discouraged by periods of low prices as to quit the business at the 
very time they should be entering it. Specific influences on the local price 
level include competitive pressure from turkeys during the holiday seasons, 
marketings of Leghorn broilers and culled hens, and the practice of offering 
"week-end specials" throughout large chain groceries. Farm prices were usually 
established by reference to the published processors! prices for live birds in 
San Francisco or by specific contract. The lower range was the modal base 
price in Hayward. Returns to individual raisers were governed by appropriate- 
ness of outlet, type of bird sold, and experience in the market rather than by 
quality alone. 

Precision in the price classes distinguished in the Market News Service 
reports is desirable together with significance for current transactions. 
Comments on market trends might be slanted more directly toward producer 
problems. ‘The price report has been based on too few firms for it to be 
completely free of manipulation. ‘The possibility of recurrence has been re=- 
duced by daily contact with additional wholesalers from Oakland and publication 
for the Bay area as a whole. 

Mutual economic advantages have promoted an increasing degree of coopera- 
tion between fryer raiser, hatchery, feed supplier, wholesaler-processor, and 
retail outlet. The weakness of these developments from the producers! point 
of view is that no agreement on price is reached before the time of sale. At 
this late stage, the large batch owner has ceded his power to bargain. An 
organization which contracted to supply specific quantities, types, and quali- 
ties of birds according to a predetermined time schedule might make mutually 
satisfactory arrangements on behalf of a whole group of producers. 

In competition with large integrated units, the pursuit of higher prices 
through product differentiation and locational advantage may constitute the 


preferable alternative for a substantial number of the Hayward poultrymen. 
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